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'HQXFOHDUL]DWLRQLQ&HQWUDO(XURSH"7KH5DSDFNL3ODQGXULQJWKH
&ROG:DU

$V WKH &ROG :DU VWDUWHG DIWHU WKH 6HFRQG :RUOG :DU (XURSH TXLFNO\
EHFDPHLWVPRVWLPSRUWDQWSROLWLFDOEDWWOHJURXQGIRUPDQ\\HDUV7KHPDMRULW\
RI(XURSHDQ FRXQWULHVEHFDPHPHPEHUV RI D EHOOLJHUHQW DOOLDQFH V\VWHP DQG
PRVW FRXQWULHV UDLVHG WKHLU GHIHQFH EXGJHWV FRQVLGHUDEO\ 7KHUHZDV D ULVLQJ
PHQDFH RI ZDU EHWZHHQ WKHVH JURXSV OHDG E\ WKH 86$ DQG WKH 8665 DV
KXPDQLW\ HQWHUHG WKH DWRPLF DJH LQ $XJXVW  $IWHU WKH GHVWUXFWLRQ RI
+LURVKLPD DQG 1DJDVDNL QRERG\ FRXOG UHDOLVWLFDOO\ EHOLHYH WKDW QXFOHDU
ZHDSRQVZRXOGQRWEHXVHG LQ WKHHYHQWRID7KLUG:RUOG:DU7KLVEHFDPH
REYLRXV ZKHQ WKH 86$ ORVW LWV PRQRSRO\ RQ QXFOHDU ZHDSRQU\ IROORZLQJ
VXFFHVVIXO(QJOLVKDQG6RYLHWWHVWGHWRQDWLRQV0DQ\SXEOLFILJXUHVLQFOXGLQJ
OHDGLQJ VFLHQWLVWV SROLWLFLDQV DQG DUWLVWV VRRQ EHJDQ WR YRLFH WKHLU FRQFHUQV
DQGYDULRXVSODQVZHUHKDVWLO\GHYHORSHGWRFLUFXPYHQWVXFKDFDWDVWURSKH,I
ZH H[DPLQH LW VXSHUILFLDOO\ WKH SODQ SURSRVHG E\ 3ROLVK )RUHLJQ 0LQLVWHU
$GDP5DSDFNLRQ2FWREHUQGILWVLQWRWKHVHLGHDV
'XULQJ WKH WK WHUP RI WKH8QLWHG1DWLRQV*HQHUDO$VVHPEO\ WKH 3ROLVK
)RUHLJQ $IIDLUV 0LQLVWHU VXJJHVWHG WKDW FUHDWLQJ D µQXFOHDUIUHH¶ ]RQH LQ
&HQWUDO(XURSHZRXOGJRDORQJZD\WRDOOHYLDWLQJWKHSROLWLFDOWHQVLRQRIWKH
WLPHV $FFRUGLQJ WR KLV SURSRVDO LI WKH WZR *HUPDQ VWDWHV ZHUH ZLOOLQJ WR
SURKLELW WKHSURGXFWLRQDQG VWRUDJHRIQXFOHDUZHDSRQVRQ WKHLU WHUULWRU\ WKH
3ROLVK 3HRSOH
V 5HSXEOLF ZRXOG IROORZ VXLW 7KH YHU\ QH[W GD\ WKH
&]HFKRVORYDNLDQ*RYHUQPHQWMRLQHG WKH3ROLVK LQ WKHLUSURSRVDO2Q2FWREHU
WKWKH*HUPDQ'HPRFUDWLF5HSXEOLF*'5DOVRDJUHHGWRMRLQWKHLQLWLDWLYH
DQG RQ 'HFHPEHU WK IROORZLQJ WKHVH ILUVW VLJQV RI DSSURYDO WKH 3ROLVK
6HFUHWDU\ RI 6WDWH GLVWULEXWHG ZULWWHQ FRSLHV RI KLV VSHHFK RI 2FWREHU QG
WRJHWKHU ZLWK WKH UHOHYDQW H[SODQDWLRQV WR UHSUHVHQWDWLYHV RI YDULRXV IRUHLJQ
SRZHUV ,Q WKH IROORZLQJ GD\V KH KHOG QHJRWLDWLRQV ZLWK WKH 6ZHGLVK
1RUZHJLDQ$XVWULDQ6RYLHW&]HFKRVORYDNLDQDQGHDVW*HUPDQGHOHJDWHV2Q
'HFHPEHUWKDIWHUDQDOPRVWWZRPRQWKVLOHQFHDPHPRUDQGXPRQEHKDOIRI
WKH8665ZDV WDNHQE\ WKH3ULPH0LQLVWHU1\LNRODM$OH[DQGURYLFV%XOJDQLQ
WR3DULV%RQQ/RQGRQDQG:DVKLQJWRQ ,Q LW WKH8665FRPPLWWHG LWVHOI WR
WKH5DSDFNL 3ODQ DQG DVNHG WKH:HVWHUQ SRZHUV LQ RUGHU WR UHGXFH SROLWLFDO
WHQVLRQ WR FRQWULEXWH WR WKH HVWDEOLVKPHQW RI D QXFOHDU IUHH ]RQH WKDWZRXOG

7KHSURFODPDWLRQRI5DSDFNLGDWHG2FWREHUFDQEHUHDGLQWKHILUVWDSSHQGL[
7KH3HRSOH¶V&KDPEHURI*'5KDGDOUHDG\VXEPLWWHGDGHFLVLRQRQWKHWKRI$XJXVW
LQZKLFKWKH\SURSRVHGQRWWRDFFHSWWKHSUHVHQFHRIQXFOHDUZHDSRQVLQWKH*HUPDQVWDWHVDQG
WR XVHZKDW QXFOHDU WHFKQRORJ\ WKH\ GLG KDYH IRU SXUHO\ SHDFHIXO SXUSRVHV /$%225(UQVW
'HU 5DSDFNL3ODQ 5HDOLVWLVFKH )ULHGHQVLGHH RGHU .DPSISODQ JHJHQ %RQQ" 'LH 6LFKW
:DUVFKDXV0RVNDXVXQG%HUOLQV,Q+HIWH]XU''5*HVFKLFKWH%HUOLQ
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FRYHUDWHUULWRU\FRQWDLQLQJRYHUPLOOLRQLQKDELWDQWV2Q-DQXDU\WK
D VHFRQG 6RYLHW PHPRUDQGXP ZDV LVVXHG LQ ZKLFK 0RVFRZ VXJJHVWHG D
VXPPLW PHHWLQJ ZKHUH LVVXHV VXFK DV WKH 5DSDFNL 3ODQ FRXOG EH FODULILHG
+HQFHIRUZDUG IRU DOPRVW  \HDUV WKH 5DSDFNL 3ODQ ZDV GLVFXVVHG
LQWHUQDWLRQDOO\ DQG WKUHH IXUWKHU WH[WV   DQG  DSSHDUHG 7KH
JRDO RI WKLV VWXG\ LV WR JLYH D FRPSUHKHQVLYH DQDO\VLV RI WKH FRPLQJ LQWR
H[LVWHQFH FRQWHQW DQG WKH LQWHUQDWLRQDO FRQWH[W RI WKH 5DSDFNL 3ODQ :KDW
JLYHVQRYHOW\ WR WKH UHVHDUFK LV WKDW LQDGGLWLRQ WR WKH WKHPHEDVHGDSSURDFK
DQG WUDFHDEOH VSHFLDOLVHGVRXUFHV UHOHYDQW UHSRUWVPDGHE\ WKH$XVWULDQ DQG
+XQJDULDQGLSORPDWLFFRUSVDUHDOVRDQDO\VHG7KLVVKRXOGJLYHDQLQWHUHVWLQJ
DQGFRPSUHKHQVLYHDQDO\VLVRIWKHGLSORPDWLFDWPRVSKHUHDWWKH WLPHDQGWKH
QDWXUHRIYDULRXVFRQWHPSRUDU\GLSORPDWLFVRXUFHVUHODWHGWRWKH5DSDFNL3ODQ

$QWHFHGHQWVRIWKH5DSDFNL3ODQ¶V)RUPDWLRQ

7KH5DSDFNL3ODQZDVFHUWDLQO\QRWWKHILUVWGLSORPDWLFLQLWLDWLYHDLPLQJWR
UHGXFH WKH ULVN RI QXFOHDU ZDU 7KH 6RYLHW 'LSORPDWLF &RUSV KDG DOUHDG\
VXJJHVWHGWKHIUHH]LQJRIDOOQXFOHDUZHDSRQVDWWKHHQGRIWKH6HFRQG:RUOG
:DU EXW $PHULFDQ JRYHUQPHQW FRQVFLRXV WKDW WKH\ SRVVHVVHG D QXFOHDU
PRQRSRO\ZDV QRW NHHQ RQ GRLQJ VR$IWHU WKH6RYLHWV KDG GHYHORSHG WKHLU
RZQQXFOHDUZHDSRQVLQERWKVXSHUSRZHUVEHJDQWRFRQFHQWUDWHRQWKHLU
QXFOHDU SURJUDPV$W WKH WLPH WKH\ ODFNHG RQO\ WKH ULJKW GHOLYHU\ YHKLFOH ±
ZKLFKUHVWULFWHGWKHHIIHFWLYHUDQJHRIWKHLUDUVHQDOVWRWKRVHSODFHVDWJUHDWHVW
ULVN RI FRQIOLFW )RU H[DPSOH $PHULFDQ WURRSV VWDWLRQHG LQ WKH )HGHUDO
5HSXEOLFRI*HUPDQ\)5*LQWKHHDUO\VKDGXQLWVHTXLSSHGZLWKDWRPLF
FKDUJHVLQ%\WKHQWKH8QLWHG.LQJGRPKDGDOUHDG\GHYHORSHGLWVRZQ
QXFOHDU ZHDSRQV  DQG WKH WZR VXSHUSRZHUV KDG GHYHORSHG WKH
+\GURJHQERPE +ERPE ,Q WKH ILQDO VWDJHV RI WKH .RUHDQ :DU WKH
$PHULFDQVKDGDVHULRXVRSSRUWXQLW\WRXVHWKHLUZHDSRQVDOEHLWWKH\GHFLGHG
QRW WR 1RW ORQJ DIWHU WKDW GXULQJ WKH 6XH] FULVLV WKH 8665¶V WKUHDW RI D
QXFOHDUDWWDFNZRUNHGZRQGHUVLQIRUFLQJWKHSDUWLFLSDQWVWRQHJRWLDWH
,Q WKH PLGVW RI JHQHUDO DUPDPHQW DQGPLOLWDU\ WHQVLRQ WKH 86$ DQG WKH
8665ZHUHDOVRLQWHQWRQLPSURYLQJWKHLUUHVSHFWLYHVWUDWHJLFSRVLWLRQV$WWKH
EHJLQQLQJRIVZLWK WKHHQODUJHPHQWRI LWV$UP\EDVHV WKH UHDUPLQJRI
-DSDQDQG WKH)5*DQGZLWK WKHHVWDEOLVKPHQWRI IXUWKHU UHJLRQDOGHIHQVLYH
DOOLDQFHV VXFK DV$1=86 DQG&(172 WKH86$ WULHG WR VXUURXQG0RVFRZ
DQG WKHFRXQWULHVRI WKH6RYLHWEORF0HDQZKLOH WKH8665QRWGHYHORSHG LWV
PLOLWDU\IRUFHFRQVLGHUDEO\DQGEXLOWXSLWVRZQIHGHUDOV\VWHPNQRZQDVWKH
:DUVDZ3DFW:LWKWKHHVWDEOLVKPHQWRIQHXWUDO]RQHVLWDOVRVWURYHWRORRVHQ

7KH8665KDGVXSHULRULW\LQWUDGLWLRQDOIRUFHVSDUWLFXODUO\LQ(XURSH&RQVLGHULQJWKLVLWLV
REYLRXVWKDWWKH6RYLHWSURSRVDOFRXOGQRWKDYHEHHQWDNHQVHULRXVO\
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WKHJULSRI WKH$PHULFDQV7KLVNLQGRI6RYLHWSROLF\PDGHPDQ\ LPSRUWDQW
SROLWLFDOGHYHORSPHQWVSRVVLEOHLQFOXGLQJ)LQODQG¶VQHXWUDOL]DWLRQLQWKH
VLJQLQJ RI WKH $XVWULDQ WUHDW\ LQ  DQG HYHQ 9MDFVHV]ODY 0LKDMORYLFV
0RORWRY¶VVXJJHVWLRQLQWRHVWDEOLVKDXQLIRUPDQGQHXWUDO*HUPDQ\7KH
ODWWHUDURVHIURPWKH6RYLHWEHOLHIWKDWDQHXWUDODQGPLOLWDULO\ZHDN*HUPDQ\
FRXOGWKHRUHWLFDOO\KDYHEHHQDXVHIXOEXIIHUVWDWHEHWZHHQWKHIRUFHVRIWKHWZR
VXSHUSRZHUV<HW WKHRULJLQDO IRUPRI0RORWRY¶VSODQZRXOGKDYHREYLRXVO\
JLYHQJUHDWHUDGYDQWDJHWRWKH6RYLHWVWKDQWRWKH:HVWHUQSRZHUVDQGDVVXFK
ZDV VXPPDULO\GURSSHG HYHQ WKRXJK WKHSODQZDV UHDVRQDEO\SRSXODU LQ WKH
)RUHLJQ 2IILFH RI WKH )5* $W WKH VDPH WLPH WKH 6RYLHWV UHMHFWHG WKH
ZLWKGUDZDORIWURRSVIURPWKHWHUULWRU\RIWKH*'5.DUO*HRUJ3IOHLGHUHUKDG
KRSHG WKDW WKLV ZRXOG EULQJ DERXW VHSDUDWLRQ RI WURRSV DQG WKDW Ä*HUPDQ
TXHVWLRQ´FRXOGEHVROYHGE\LWVXQLILFDWLRQ\HWWKLVZDVQRWWREH
7KHLGHDSURSRVHGLQE\%HOJLDQ6HFUHWDU\RI6WDWH3DXOYDQ=HHODQG
ZDV PRUH UHDOLVWLF $FFRUGLQJ WR KLV VXJJHVWLRQ WKH $PHULFDQ DQG %ULWLVK
WURRSVZRXOGPRYHIURPWKHRFFXSLHG*HUPDQWHUULWRULHVLQWR)UDQFHDQGRQWR
WKHWHUULWRU\RIWKH%HQHOX[FRXQWULHVZKLOHWKH6RYLHWPLOLWDU\IRUFHVZRXOGEH
VWDWLRQHGIURPWKH9LVWXODWRWKHHDVW$FFRUGLQJWRWKHSODQWKHPXOWLQDWLRQDO
WHDPVRI WKH(XURSHDQ'HIHQFH&RPPXQLW\ ('&ZRXOG RFFXS\ WKH XQLWHG
*HUPDQWHUULWRULHV IURPWKH2GHU WR WKHZHVWDQG WKH WHUULWRULHVEHWZHHQ WKH
2GHUDQG9LVWXODZRXOGEHKHOGH[FOXVLYHO\E\3ROLVKWURRSV,QH[FKDQJHIRU
WKLV WKH XQLWHG *HUPDQ\ ZRXOG KDYH DFNQRZOHGJHG WKH 2GHU1HLVVH
ERXQGDU\ 7KLV SURSRVDO JUDQWHG PXWXDO DGYDQWDJHV DQG PLJKW KDYH EHHQ
IDYRXUHG LQ %RQQ RYHU WKH SUHYLRXV LGHDV ± ZKLFK ZRXOG KDYH JUDQWHG
DGYDQWDJHVIRURQO\RQHRIWKHVLGHV1HYHUWKHOHVVLWZDVQRWDFFHSWDEOHWRWKH
6RYLHWV$IWHUDOOWKH('&±ZKLFKIDLOHGDQ\ZD\EHFDXVHRI)UHQFKUHVLVWDQFH
±ZRXOGKDYHDFWXDOO\PHDQWWKHWHDPVRI1$72¶VPHPEHUVWDWHV7KH%RQQ
SODQFRQWLQXLQJ WRGHYHORS WKH%HOJLDQVXJJHVWLRQZRXOGKDYH GLVDUPHG WKH
WHUULWRU\EHWZHHQ WKH2GHU DQG WKH9LVWXODPRUHRYHU LWZRXOGKDYH LQFOXGHG
&]HFKRVORYDNLDQ DQG $XVWULDQ DQG HYHQ DFFRUGLQJ WR FHUWDLQ YHUVLRQV
<XJRVODYLDQ DQG ,WDOLDQ WHUULWRULHV ,Q WKH HQG WKH SURSRVDO ZDV GHHPHG
LUUHVSRQVLEOHQRWRQO\E\ WKH6RYLHWVEXWDOVRE\ WKH&KDQFHOORURI WKH)5*

 ),6&+(5$ PHJRV]WRWW YLOiJ 7KH 'LYLGHG ZRUOG 'LDOyJ&DPSXV 3pFV%XGDSHVW

7KHUHZDVDVXEVWDQWLDOGLIIHUHQFHEHWZHHQWKH WHUULWRULDODQGHFRQRPLFDOSRWHQWLDORI WKH
)5* DQG WKH *'5 LQ IDYRXU RI WKH )5* VR WKH 8665 ZRXOG KDYH JDLQHG FRQVLGHUDEOH
DGYDQWDJHVE\WKHZLWKGUDZDO
 gVWHUUHLFKLVFKHV 6WDDWVDUFKLY $UFKLY GHU 5HSXEOLN $G5  3RO,, %5'
9ROOJUXEHUWKH$XVWULDQ$PEDVVDGRUWR3DULVLQKLVFRQILGHQWLDOUHSRUWGDWHGRQ
WK0DUFKZULWHVDERXWKLVGLVFXVVLRQVZLWK)UHQFKGLSORPDWVLQZKLFKWKH\FRPSODLQHG
WKDWWKHÄ$XVWULDQVROXWLRQ´LVYHU\SRSXODUDPRQJWKHLU*HUPDQFROOHDJXHV
 3)/(,'(5(5 .DUO *HRUJ 3ROLWLN LQ 'HXWVFKODQG 5HGHQ XQG $XIVlW]H 
6WXWWJDUW
/$%225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.RQUDG $GHQDXHU ZKR FRQVLGHUHG WKH )5*¶V 1$72 PHPEHUVKLS DQG
FRQWLQHQWDOLQWHJUDWLRQPRUHLPSRUWDQWWKDQVXFKDQXQFHUWDLQHQGHDYRXU
8OWLPDWHO\KLJKOHYHOGLSORPDWLFWDONVEHWZHHQWKHWZRSDUWLHVRQO\VWDUWHG
DWWKH*HQHYDQHJRWLDWLRQVLQ$OEHLWWKH\GLGQRWOHDGWRFRQFUHWHUHVXOWV
WKHYHU\DFWRIGLVFXVVLQJWKHVHSUREOHPVERUHVHULRXVOHVVRQVIRUERWKVLGHV,W
EHFDPHHYLGHQWWKDWERWKVLGHVZHUHDZDUHRIWKHWKUHDWRIPXWXDODQQLKLODWLRQ
VKRXOG D QXFOHDUZDU EUHDN RXW DQG WKDW WR ILJKW RQHZDV LQ QHLWKHU RI WKHLU
LQWHUHVWV$QRWKHULPSRUWDQWOHVVRQIRUWKHZHVWHUQSRZHUVFDPHLQOHDUQLQJRI
WKH SRZHU VWUXJJOH JRLQJ RQ DW WKH WLPH IROORZLQJ WKH GHDWK RI 6WDOLQ ,Q
SUDFWLFH WKLVPHDQW WKDW WKH 3DUW\ OHDGHUVKLSZDV WDNLQJ DPRUH FRQFLOLDWRU\
DSSURDFKLQRUGHU WRUHGXFH LQWHUQDWLRQDOWHQVLRQWKHVLJQLQJRIWKH$XVWULDQ
WUHDW\ DQG WKH H[HFXWLRQ RI WKH WLPHWDEOH MXVWLILHG RFFXSDWLRQ RI $XVWULD
VXJJHVWHG WR WKH:HVW WKDWDQDJUHHPHQWFRXOGEHPDGHZLWK WKH6RYLHWV2Q
WKLV EDVLV WKH %ULWLVK 3ULPH0LQLVWHU $QWKRQ\ (GHQ FDPH IRUZDUG ZLWK KLV
SURSRVDO DJDLQ $FFRUGLQJ WR KLP WKH *HUPDQ TXHVWLRQ FRXOG EH VROYHG DV
IROORZLQJ WKH*'5ZRXOGJRXQGHU WKH VXSUHPDF\RI WKH)5*DW WKH VDPH
WLPHDSDFWRQFRPSUHKHQVLYHOLPLWDWLRQRIDUPDPHQWVZRXOGSXWDQHQGWRWKH
DUPV GULYH DQG DQ LQWHUQDWLRQDO SDFWZRXOG GHILQH WKHPD[LPXP VL]H RI WKH
PLOLWDU\IRUFHVRI*HUPDQ\DQGLWVQHLJKERXULQJVWDWHV)XUWKHUPRUHDPXWXDO
FRQWURO V\VWHP ZRXOG LQVXUH WKH HIIHFWLYHQHVV RI WKH SDFW 7KH (GHQ SODQ
GHPRQVWUDWHG WKDWPXWXDOFRQFHVVLRQV DQGSD\LQJKHHG WR WKH LQWHUHVWVRI WKH
RSSRVLWLRQKDGEHFRPHDFFHSWHGLQZHVWHUQUHDOSROLWLN1HYHUWKHOHVVWKLVLGHD
DOVR IDLOHG LQ WKDW GXH WR WKH FRQWHPSRUDU\ DWPRVSKHUH RI VXVSLFLRQ DQG
DQLPRVLW\,QOLJKWRIWKHLUH[SHULHQFHVGXULQJWKHODVWGHFDGH:HVWHUQOHDGHUV
GLGQRWEHOLHYHWKH6RYLHWVEDVHGRQDQLQWHUQDWLRQDODJUHHPHQWZRXOGLQGHHG
ZLWKGUDZ WKHLU WURRSV IURP WKH *HUPDQ WHUULWRULHV $GHQDXHU VRRQ GURYH
(GHQ¶V SURSRVDO LQWR WKH GLUHFWLRQ RI WKH SUHYLRXV %RQQ SODQ ZKLFK ZDV
FHUWDLQO\ XQDFFHSWDEOH IRU WKH 6RYLHWV +RZHYHU DW WKH 6HFUHWDU\ RI 6WDWH
FRQIHUHQFH KHOG RQ VW 2FWREHU  0RORWRY VHHPLQJO\ DFFHSWHG (GHQ¶V
LGHDDQGDJUHHGWKDWWKHVL]HRIPLOLWDU\IRUFHVVWDWLRQHGLQWKH*'5)5*DQG
LQWKHQHLJKERXULQJVWDWHVDVZHOODVWKHSULQFLSDORIWKHPXWXDOFRQWUROVKRXOG
EHGHILQHGLQDIRXUSRZHUDJUHHPHQW<HWLQWKHLUVXJJHVWLRQWKH6RYLHWVKDG
IDLOHGWRLQFOXGHRUHQGRUVHDQ\SODQVWRXQLI\*HUPDQ\XQGHU%RQQ¶VFRQWURO
OHDYLQJLWDRQHVLGHGDQGWKHUHIRUHXQDFFHSWDEOHSURSRVLWLRQIURPWKH:HVW¶V
SRLQW RI YLHZ $W WKLV SRLQW LW VKRXOG EH QRWHG WKDW WKH EDFNJURXQG IRU WKH
6RYLHW¶V QHZGLSORPDWLF DSSURDFKZKLFKZDV TXLWH IOH[LEOH FRPSDUHG WR WKH
SUHYLRXV\HDUV¶GRJPDWLFRQHVWRRGWKH6RYLHWUHYHUVDORISROLWLFDO OHDGHUVKLS
DQG SROLF\ IRU LQVWDQFH 6WDOLQ¶V DQG=VGDQRY¶V WKHVLV RQ WKH LQHYLWDELOLW\ RI
WKH:RUOG:DUZDVQR ORQJHU LQIDOOLEOH DIWHU)HEUXDU\ ,QDGGLWLRQ LQ
)HEUXDU\  DW WKH WK &RQJUHVV RI WKH &RPPXQLVW 3DUW\ RI WKH 6RYLHW

/$%225
,ELG
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
8QLRQ&368.KUXVKFKHYRIILFLDOO\DQQRXQFHGWKHLUQHZO\DGRSWHGSROLF\RI
SHDFHIXO FRH[LVWHQFH+LVZRUGVZHUH WDNHQ VHULRXVO\ E\:HVWHUQ GLSORPDWV
ZKRDIWHUGHHSFRQVLGHUDWLRQJDYHEDFNWKH3RUNNDODQDYDOEDVHWR)LQODQGDQG
WKHKDUERXURI3RUW$UWKXU WR&KLQDDVDVKRZRIJRRGZLOODQGVXSSRUWIRU
WKHQHZDWWLWXGHRIWKH8665
7KLVJOREDO UHYHUVDORI6RYLHWGLSORPDF\ZDVGHHSO\ LQIOXHQFHG E\ WKH IDFW
WKDWWKHUDSLGO\JURZLQJDUPVUDFHKDGEHFRPHDELJEXUGHQIRUWKH8665DQGLWV
DOOLHV $OVR WKH 5XVVLDQV KDG WR IDFH WKH VHULRXV LQFUHDVH RI IRUFHV VWDQGLQJ
DJDLQVW WKHP LQ ZLWK WKH3DULV$JUHHPHQWV WKH UHVWRUDWLRQ RI WKH)5*¶V
VRYHUHLJQW\ZDVFRPSOHWHGDQGLQ0D\LWEHFDPHDIXOO\TXDOLILHGPHPEHU
RIWKH1$727KHSURJUHVVLYHUHDUPDPHQWRIWKHIRUPHUO\JUHDW*HUPDQSRZHU
KDGUHPDUNDEO\FKDQJHGWKHPLOLWDU\VLWXDWLRQLQWKHDUHDRIFRQYHQWLRQDOZDUIDUH
LQ (XURSH ,Q DGGLWLRQ LQ'HFHPEHU  WKH1$72&RXQFLO GHFLGHG WKDW LW
ZRXOGSURYLGH LWVPHPEHUVWDWHVZLWKDVHWRI LQVWUXPHQWVVXLWDEOHIRUFDUU\LQJ
WDFWLFDOQXFOHDUZHDSRQV7KHSURVSHFWRI WKH)5*KDYLQJDQHIIHFWLYHQXFOHDU
DUVHQDO EHFDPH D UHDO DQG LPPHGLDWH GDQJHU IRU 0RVFRZ ± RQH ZKLFK WKH\
ZRXOGJRWRJUHDWOHQJWKVWRUHPRYH7KH6RYLHWVZHUHQRWWKHRQO\RQHVPDGH
QHUYRXVE\WKHLGHDRI*HUPDQ\EHFRPLQJDQXFOHDUSRZHUHYHQ\HDUVDIWHU
1D]L*HUPDQ\KDGEHHQGHIHDWHGQHLWKHU WKH)UHQFKQRU WKH%ULWLVKZHUH WRR
HQWKXVLDVWLFDERXWWKHLGHD,WLVQRJUHDWVXUSULVHWKDWWKH6RYLHWGLSORPDWLFFLUFOH
VSHQW PRVW RI LWV HQHUJ\ DWWDFNLQJ WKH )5*ZKHQ WKH VHVVLRQ RI WKH 3ROLWLFDO
$GYLVRU\
V&RPPLVVLRQRIWKH:DUVDZ3DFWZDVKHOGRQ-DQXDU\)RU
REYLRXVUHDVRQVRQHRIWKHPDLQLVVXHVGXULQJWKLVVXPPLWZDVWKHTXHVWLRQRI
FUHDWLQJDVSHFLDOVHFWRURUEXIIHU]RQHEHWZHHQWKH:HVWDQGWKH(DVW$QGVR
WKH IROORZLQJGHFLVLRQZDVPDGH WKHPLOLWDU\ IRUFHVRI WKH WZR*HUPDQVWDWHV
DQGWKHLUDOO\VWDWHVPXVWEHVHULRXVO\UHVWULFWHGDQGDOOQXFOHDUZHDSRQVZLWKLQ
(DVWDQG:HVW*HUPDQ\VKRXOGEHIUR]HQ7KLVZDVHIIHFWLYHO\WKHILUVWFRQFUHWH
VXJJHVWLRQRQHVWDEOLVKLQJDQXFOHDU IUHH]RQH LQ(XURSH$QGUHM*URPLNR WKH
'HSXW\ )RUHLJQ 0LQLVWHU RXWOLQHG WKH SODQ DV D 6RYLHW VXJJHVWLRQ GXULQJ WKH
VHVVLRQRI WKH&RPPLWWHHRQ'LVDUPDPHQWRI WKH8QLWHG1DWLRQV2UJDQLVDWLRQ
KHOGLQ/RQGRQRQ0DUFK7KH6RYLHWGLSORPDWLFFRUSVZDVDZDUHRI
WKH IDFW WKDW 1$72 ZRXOG QRW DFFHSW D SODQ WKDW ZRXOG JLYH WKH 8665 DQ
DGYDQWDJH DQG LQ RUGHU WR SURYH WKHLU WUXVWZRUWKLQHVV WKH\ DQQRXQFHG WKH
XQLODWHUDOUHGXFWLRQRIWKHLUPLOLWDU\IRUFHV
+RZHYHUWKH6RYLHWSROLF\RIGHWHQWHEURNHGRZQ:KHQUHYROXWLRQEURNH
RXW LQ+XQJDU\ LQ2FWREHU  LW ZDV EUXWDOO\ VWDPSHG RXW E\ WKH 6RYLHW
DUP\ LQ RUGHU WR GLVFRXUDJH GLVVHQW/DWHU DW WKH WLPHRI WKH %ULWLVK)UHQFK

0DJ\DU2UV]iJRV/HYpOWiU+XQJDULDQ1DWLRQDO$UFKLYHV02/;,;-M6]RYMHWXQLy
W7KHSURFODPDWLRQRIWKH6RYLHWJRYHUQPHQWDERXWGLVPDQWOLQJDQGDERXWWKH
OHVVHQLQJRI LQWHUQDWLRQDO WHQVLRQZDV VHQW WR%XGDSHVW LQ D VWULFWO\ FRQILGHQWLDO UHSRUWRQWK
-XQHE\WKH+XQJDULDQ(PEDVV\RI0RVFRZ
/$%225


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,VUDHOL DFWLRQ DJDLQVW (J\SW WKH 6RYLHW OHDGHUVKLS WKUHDWHQHG WR XVH QXFOHDU
ZHDSRQVWRHQGWKHFRQIOLFW7KHHQGRI WKH WHPSRUDU\GHWHQWHHQGHGZKHQ LW
EHFDPHHYLGHQWWKDWQRWKLQJFRXOGVWRSWKHUHDUPDPHQWRIWKH)5*RQWKHILHOG
RIFRQYHQWLRQDOZHDSRQV$QDGGHGFRQFHUQVXUIDFHZKHQLQWKH8QLWHG
6WDWHV 3UHVLGHQW DJUHHG WR %RQQ¶V UHTXHVW WR KDYH WDFWLFDO QXFOHDU ZHDSRQV
VWDWLRQHG RQ:HVW*HUPDQ VRLO ,Q WKH VDPH \HDU WKH %ULWLVK+ERPEZDV
GHYHORSHG DQG WKH 86$ DQG 8. HTXLSSLQJ URFNHWV ZLWK WKHVH GHYDVWDWLQJ
ZDUKHDGV7KHQ LQ WKH VXPPHURI WKH6RYLHWV VXFFHVVIXOO\ WHVWHG WKHLU
ILUVWLQWHUFRQWLQHQWDOEDOOLVWLFPLVVLOHV,&%0VDQGWZRGD\VDIWHUWKH5DSDFNL
VSHHFK WKH ILUVW6RYLHW VDWHOOLWH6SXWQLNHQWHUHG WKH(DUWK¶VRUELWSDYLQJ WKH
ZD\ IRU DQ HQWLUHO\ QHZ W\SH RI ZDUIDUH ,QGHHG WKH HQWLUH VWUDWHJLF ERDUG
VKLIWHGDVWKH8665QRZKDGLWZLWKLQLWVSRZHUWRODXQFKDQHIIHFWLYHQXFOHDU
VWULNHDJDLQVWWKH$PHULFDQFRQWLQHQWZLWKRXWWKHQHHGIRUIRUZDUGEDVHV
3DUDGR[LFDOO\ GHVSLWH WKH RQJRLQJ WDONV DERXW GLVDUPDPHQW DQG
GLVPDQWOLQJQXFOHDUZDUVHHPHGQHDUHUDQGPRUHGHYDVWDWLQJ LQ  WKDQ LW
HYHU KDG 'XULQJ WKLV SHULRG RI JHQHUDO DUPVFUD]H PRUH DQG PRUH LQWHUHVW
JURXSV VSRNH RXW DJDLQVW WKH QHZ WKUHDW RI WKH$WRPLF$JH DQG WKH QXFOHDU
DUPV UDFH RQ $SULO   WKH OHDGLQJ QXFOHDU VFLHQWLVWV DFFHSWHG WKH
*|WWLQJHQSURFODPDWLRQDGGUHVVHGDJDLQVWQXFOHDUDUPVDQGRQ$SULO$OEHUW
6FKZHLW]HU DVNHG LQ KLV IDPRXV VSHHFK WKH FHVVDWLRQ RI DUPV SURGXFWLRQ DQG
H[SHULPHQWDOGHWRQDWLRQV2IFRXUVHWKHSRZHUSROLWLFVRIWKHWLPHVFRXOGQRW
LQLWLDOO\ WDNH LQWR FRQVLGHUDWLRQ ZKDW ZDV UHJDUGHG DV XQUHDO LGHDOLVP
+RZHYHUDIWHUVRPHWLPH WKHVH LGHDV LQIOXHQFHGSXEOLFRSLQLRQ LQ WKH:HVW
DQG LQRUGHU WRZLQHOHFWLRQVSROLWLFLDQVFRXOGQRW LJQRUH WKHYRWHU¶VRSLQLRQ
)RUHQWLUHGHFDGHVWKH\ZHUHIRUFHGWRFDUU\RQQHJRWLDWLRQVDERXWGLVPDQWOLQJ
DQGWKHOLPLWDWLRQRIQXFOHDUZHDSRQVZLWKWKH6RYLHWVZKLOHWKHQXPEHURIWKH
QXFOHDU ZHDSRQV NHSW JURZLQJ VWHDGLO\ XQWLO WKH HQG RI WKH FROG ZDU0DQ\
SURSRVDOVFDPHIRUZDUGDQGTXLFNO\IHOODSDUWVXFKDVWKDWRI6HQDWRU+XEHUW
++XPSKUH\ZKLFKDSSHDUHGRQVHYHUDORFFDVLRQVPDLQO\IRUWKHEHQHILWRI
DQ DQ[LRXV SXEOLF DQG RXWOLQHG SODQV WR GLVEDQG WKH :DUVDZ 7UHDW\ DQG
HVWDEOLVKDQHXWUDO]RQHIURP)LQODQGWR6ZLW]HUODQGZKLOHPDLQWDLQLQJ1$72

7KHVHDWRPLFZHDSRQVRIFRXUVH±MXVWOLNHWKHQHZO\VHWXSPLOLWDU\IRUFHRIWKH)5*±
ZHUH XQGHU WKH 1$72 FRPPDQGPHDQLQJ WKDW WKH )5* KDG QRW LQ HIIHFW EHFRPH D QXFOHDU
SRZHU1RERG\GRXEWHGWKDW%RQQZDVWHFKQRORJLFDOO\FDSDEOHRIPDQXIDFWXULQJLWVRZQQXFOHDU
ZHDSRQV$OUHDG\DWWKHYHU\EHJLQQLQJPDQ\VWDWHVZRXOGKDYH OLNHGWRSUHYHQWLWHVSHFLDOO\
WKH86653RODQGDQG&]HFKRVORYDNLD
),6&+(5
7KH8665ZDVJORDWHGDVLWZLWQHVVHGWKLVSURFHVVLQWKH:HVWHUQVWDWHVVLQFHFRPPXQLVW
VWDWHV GLG QRW EHOLHYH LQ VRFLDO IUHHGRP DQG GLG QRW KDYH WR FRXQW RQ VLPLODU UHVLVWDQFH
1HYHUWKHOHVV LQ WKH FRXQWULHV RI WKH 6RYLHW EORF WKH FRPPXQLVW SDUWLHV RUJDQL]HG SHDFH
PRYHPHQWVIRUWKHLURZQUHDVRQV7KHFUXVKLQJRIWKH+XQJDULDQ5HYROXWLRQRIKDGDOOEXW
UXLQHGWKH5XVVLDQV¶UHSXWDWLRQDQGVXSSRUWLQJVXFKLQLWLDWLYHVZDVRQHDWWHPSWDWUHSDLULQJLWV
UHSXWDWLRQ LQ WKH FLUFOHV RI:HVWHUQ OHIWZLQJ V\PSDWKL]HUV DVZHOO DV SURYLGLQJ DQ RXWOHW IRU
DQWLQXFOHDUVHQWLPHQW),6&+(5

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DV D IXQFWLRQDO DOOLDQFH $QRWKHU VXFK SURSRVDO ZDV PDGH E\ WKH %ULWLVK
/DERXULWH+XJK*DLWVNHOOGHDOLQJZLWKWKHIRUPDWLRQRIDQHXWUDODQGXQLILHG
*HUPDQ\ DQG ZLWK WKH SROLWLFDO QHXWUDOL]DWLRQ RI +XQJDU\ &]HFKRVORYDNLD
5RPDQLDDQG%XOJDULD+RZHYHULQYLHZRIWKHDIRUHPHQWLRQHGDWPRVSKHUHRI
DQ[LHW\ VXVSLFLRQ DQG FRPSHWLWLRQ WKHVH LGHDV ODFNHG UHDOLVP DQG
SUDJPDWLVP ,Q WKLV UHVSHFW5DSDFNL3ODQZDV WKH ILUVW SURSRVDO FRQFHUQLQJ
WKH OLPLWDWLRQ RI DUPV WKDW UHFHLYHG QRW RQO\ SXEOLF DWWHQWLRQ DQG LQWHUHVW LQ
ERWK WKH (DVW DQG:HVW EXW ZDV DOVR VHULRXVO\ DGGUHVVHG GXULQJ GLSORPDWLF
QHJRWLDWLRQV

%DFNJURXQGRIWKH5DSDFNL3ODQ¶V'LSORPDWLF:HOFRPH

7KH 5DSDFNL 3ODQ TXLFNO\ EHFDPH WKH REMHFW RI LQWHQVH DQG VHFUHW
GLSORPDWLF QHJRWLDWLRQV EHFDXVH HYHU\ VWDWH DFWLYHO\ SDUWLFLSDWLQJ LQ WKH
FRQWHPSRUDU\V\VWHPRILQWHUQDWLRQDOUHODWLRQVIRXQGVRPHWKLQJLQWKHLGHDWKDW
ZRXOGIXUWKHUWKHLURZQLQWHUHVWV,WZDVGLIILFXOWWRILQGDQ\WKLQJREMHFWLRQDEOH
LQLWDVWKHVXJJHVWLRQRIIHUHGDOPRVWWKHVDPHDGYDQWDJHVIRUERWKVLGHV
,QFRQWUDVWWRWKHSUHYLRXVLGHDVZLWKWKHDGGLWLRQRI&]HFKRVORYDNLDWKH
WHUULWRULHV LQWHQGHG WR MRLQ WKH QXFOHDU IUHH ]RQH UHSUHVHQWHG DQ HTXDO
FRQWULEXWLRQLQDUHDIURPERWKVLGHVRIWKH,URQ&XUWDLQDFFRUGLQJWR:DUVDZ
WKHUHZDVQRUHOHYDQWGLIIHUHQFHFRQVLGHULQJWKHHFRQRPLFFDSDFLW\HLWKHU
 ,Q WKH SODQ WKH SUHVHQFH RI WURRSV ZLWK FRQYHQWLRQDO ZHDSRQV ZDV QRW
WRXFKHGLHQRERG\KDGWRZLWKGUDZIURPDVLQJOHVTXDUHFHQWLPHWUHWHUULWRU\
WKHVXJJHVWLRQGLGQRWGHDOZLWKWKH*HUPDQTXHVWLRQGLUHFWO\±LWGLGQRW
WRXFK WKHRFFXSDWLRQVHFWRUV DQG OHIW WKHTXHVWLRQRI%HUOLQ DORQHEXWZRXOG
QHYHUWKHOHVVUHGXFHWKHWHQVLRQDURXQGWKH*HUPDQTXHVWLRQE\SUHYHQWLQJWKH
)5*IURPDFTXLULQJDWRPLFZHDSRQV
 WKH *UHDW 3RZHUV KDG WR WDNH LQWR FRQVLGHUDWLRQ WKH IDFW WKDW WKH
SURSRVDO KDG EHHQ PDGH WR WKH HQWLUH 812 *HQHUDO $VVHPEO\ ZKHUH LW
UHFHLYHGSXEOLFLW\DQGEHFDPHUHODWLYHO\SRSXODUHYHQLQWKHFLUFOHRIQRQ
FRPPLWWHGVWDWHV
%DVHG RQ DOO WKHVH IDFWRUV LW FDQ EH FRQFOXGHG WKDW WKH5DSDFNL 3ODQZDV
JRRG IRU DURXVLQJ DWWHQWLRQ+RZHYHU WKHUHZHUH YDULRXV UHDVRQVZK\ VRPH
FRXQWULHVGHDOWZLWKLWPRUHWKDQRWKHUVGLG
 WKH 8665 DQG WKH FRXQWULHV RI WKH (DVWHUQ %ORF EHOLHYHG WKH 3ROLVK
SURSRVDO FDSDEOH RI SUHYHQWLQJ )5*¶V PLOLWDU\ IRUFH IURP DFTXLULQJ QXFOHDU
ZHDSRQVDQGIRXQGWKLVZRUWKWKHSULFHRIQRWEHLQJDEOH WRSODFHWKHLURZQ
ZDUKHDGV RQ *'5 3ROLVK RU &]HFKRVORYDNLDQ VRLO ,W ZRXOG KDYH EHHQ

/$%2257KHUHDVRQRIWKLVDPD]LQJO\QDLYHLGHDZDVWKDWWKH:DUVDZ3DFWZDVVHHQ
DVDQµRIIHQVLYH¶DOOLDQFHDSSDUHQWO\EDVHGRQDVSLULWRIDJJUHVVLRQDQGWKDWGLVEDQGLQJLWZRXOG
VXSSRVHGO\ VWUHQJWKHQ XQLYHUVDO SHDFH 2Q WKH RWKHU KDQG 1$72 LV D SULPDULO\ GHIHQVLYH
DOOLDQFHDQGWKHUHIRUHGRHVQRWHQGDQJHUSHDFHLQDQ\ZD\
/$%225


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


XQQHFHVVDU\LQDQ\HYHQWVLQFHWKHDGYHQWRIWKH,&%0KDGPDGHGLVWDQFHDOO
EXWLUUHOHYDQW
7KHJRYHUQPHQWRIWKH)5*NQHZYHU\ZHOOWKDW*HUPDQ\¶VUHDUPDPHQW
ZDV DW VWDNH HVSHFLDOO\ WKH RSSRUWXQLW\ WR JDLQ D QXFOHDU DUVHQDO )URP WKHLU
SRLQW RI YLHZ WKH FRQVHTXHQFHV RI WKH 3ROLVK SODQ ZRXOG UHVXOW LQ WKH
ZLWKGUDZDO RI $PHULFDQ WURRSV DQG WKH PRVW VHULRXV FULVLV 1$72 KDG HYHU
VHHQ 7KH )5* KDG WKH &ROG :DU WR WKDQN IRU LWV TXLFN UHKDELOLWDWLRQ WKH
UHFRYHU\RILWVVRYHUHLJQW\DQGLWVUHPLOLWDUL]DWLRQDIWHULWVGHIHDWLQWKH6HFRQG
:RUOG:DU)RUWKLVUHDVRQLWGLGQRWUHDOO\KDYHPXFKLQWHUHVWLQDUUDQJLQJD
UHODWLRQVKLS WKDW ZRXOG SUHVHUYH WKH 2GHU1HLVVH ERXQGDU\ DQG WKH WZR
VHSDUDWH *HUPDQ VWDWHV )RU WKLV UHDVRQ  DV ZH ZLOO VHH  $GHQDXHU VRRQ
FRQQHFWHG WKH QHJRWLDWLRQV UHODWHG WR WKH 5DSDFNL 3ODQ ZLWK WKH QRWRULRXV
TXHVWLRQRIWKHWZR*HUPDQVWDWHV±DTXDJPLUHRIFRQIOLFWLQJLQWHUHVWVLQHYHU\
SUHYLRXVSURSRVDORIWKLVQDWXUHKDGVRIDUVDQN
 $V D PHPEHU RI 1$72 WKH 8QLWHG .LQJGRP DQG )UDQFH DVVLVWHG WKH
LQWHJUDWLRQ RI WKH )5* DQG*HUPDQ UHDUPDPHQW KRZHYHU WKH SURVSHFW RI D
*HUPDQDWRPLFDUVHQDO±DIWHU&KDUOHVGH*DXOOHJDLQHGSRZHUZDVQRWUHDOO\
ZHOFRPHG $V WKH 86$ KDG EHHQ WKH RQHV DVVLVWLQJ LQ WKH SODFHPHQW RI
QXFOHDUZHDSRQVRQ*HUPDQVRLOWKH\FRXOGQRWPDNHDSXEOLFLVVXHRXWRILW
VLQFHWKH\KDGDYHVWHGLQWHUHVWLQKDYLQJ$PHULFDQWURRSVVWDWLRQHGLQ(XURSH
7KH 5DSDFNL 3ODQ RIIHUHG DQ RSSRUWXQLW\ WR SUHYHQW WKLV LQ D ZD\ WKDW FRVW
QRWKLQJIRUWKH%ULWLVKRUWKH)UHQFK(YHQVRWKH4XDLG¶2UVD\ODWHUUHMHFWHG
WKH SODQ FRQVLGHULQJ )UHQFK*HUPDQ UHODWLRQV PRUH LPSRUWDQW WKDQ WKH
SUHYHQWLRQRI*HUPDQQXFOHDUZHDSRQV
7KH86$FRQVLGHUHG WKH5DSDFNL3ODQZKLFKKDGEHHQSURSRVHG E\ WKH
3ROLVKDVD6RYLHWLGHDDQGUHMHFWHGLWLPPHGLDWHO\RQSULQFLSOH+RZHYHUWKLV
VWDQGSRLQWVRRQGLVVROYHGZKHQ$PHULFDQDQDO\VWVH[SUHVVHGWKHLURSLQLRQRI
WKHLQLWLDWLYHDVDQLQGHSHQGHQW3ROLVKLGHD7KH\EHOLHYHGWKDWWKHUHPD\KDYH
EHHQ GLVDJUHHPHQWV ZLWKLQ WKH :DUVDZ 3DFW LQ WKH EDFNJURXQG 7KLV
RSSRUWXQLW\ OHG WR VRPH VHULRXV EUDLQVWRUPLQJ E\ WKH DQDO\VWV RI WKH 6WDWH
'HSDUWPHQW VLQFH WKH\ GLG QRW KDYH DQ\ UHDO SURRI WR VXSSRUW WKLV FODLP
)XUWKHUPRUH DV ZH ZLOO VRRQ VHH HYHQ DIWHU  \HDUV WKH ZRUN RI WKH
UHVHDUFKHULVVWLOOQRWHDV\:KDWZHFDQEHVXUHRILVWKDWGXULQJWKH

 $G5  32/,, %5'  5HSRUW RI WKH $XVWULDQ $PEDVVDGRU RI 3DULV
5RWWHUGDWHG-XO\UHJDUGHGDVVWULFWO\FRQILGHQWLDO
$G532/,,3ROHQ7KH$XVWULDQ$PEDVVDGRURI3DULV9ROOJUXEHU
LQKLVVWULFWO\FRQILGHQWLDOOHWWHURIWK)HEUXDU\KHUHSRUWHGRQWKHFRQYHUVDWLRQZLWKWKH
OHDGHUV RI WKH SROLWLFDO GHSDUWPHQW RI4XDL G
2UVD\$FFRUGLQJ WR9ROOJUXEHU¶V UHSRUW KHZDV
LQWHUHVWHG LQ 3DULV¶V RSLQLRQ DERXW WKH FRPSOHWHG 5DSDFNL 3ODQ 0 'DULGDQ VWDWHG WKDW WKHLU
QHJDWLYH DWWLWXGH KDG QRW FKDQJHG EHFDXVH WKH SHUVSHFWLYH JRDO RI WKH ZKROH SURSRVDO LV WKH
QHXWUDOL]DWLRQ RI *HUPDQ\ WKH VHQGLQJ KRPH RI WKH $PHULFDQ WURRSV DQG RQ D ILQDO URZ WKH
GLVEDQGLQJRI1$72ZKLFKLVRSSRVLWHWKH)UHQFKREMHFWLYHVÄ&RQVLGHULQJ3RODQGZHGHFODUHG
WKDW WKH SURSRVDO LV EHLQJ H[DPLQHG WKRURXJKO\ EXW LWZDV DQG LW LV XQHQIRUFHDEOH´ VDLG WKH
)UHQFKGLSORPDW


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

866WDWH'HSDUWPHQW SDLG WR 3RODQG EHFDXVH WKH\ EHOLHYHG WKDW WKH 3ROLVK
FRXOG EH VHSDUDWHG IURP WKH 6RYLHW IHGHUDO V\VWHP 7KLV ZDV SRVVLEO\ WKH
UHDVRQ IRU WKH ILQDQFLDO DLG IRU:DUVDZ IURP WKH VWDWHV LQ WKH ODWH V ±
QHHGOHVVWRVD\WKLVFDXVHGVWURQJ6RYLHWGLVDSSURYDO

$Q LQGHSHQGHQW 3ROLVK LQLWLDWLYH RU D SURSRVDO FRDXWKRUHG ZLWK WKH
6RYLHWV"

,W LV JHQHUDOO\ DJUHHG WKDW WKH 6RYLHW )HGHUDO 6\VWHP RSHUDWHG XQGHU WKH
VWULFW GLUHFWLRQ RI WKH .UHPOLQ :H FDQ VWDWH ZLWK JUHDW FHUWDLQW\ WKDW WKH
PHPEHU VWDWHV RI WKH :DUVDZ 3DFW GLG QRW KDYH DQ\WKLQJ UHVHPEOLQJ
LQGHSHQGHQW IRUHLJQSROLF\HVSHFLDOO\QRW WKRVHFRXQWULHV OLYLQJXQGHU6RYLHW
RFFXSDWLRQ ± D JRRG H[DPSOH RI WKLV LV WKH VXSSUHVVLRQ RI WKH +XQJDULDQ
UHYROXWLRQ LQ  DQG RI FRXUVH LW ZDV RSHQO\ GHFODUHG LQ WKH %UH]KQHY
'RFWULQHLQ7KHTXHVWLRQLVUHDOO\WKHIROORZLQJLQWKHVHGHOLFDWH\HDUV
GLGWKH3ROLVKGLSORPDWLFFRUSVUHDOO\KDYHWKHRSSRUWXQLW\IRUDQLQGHSHQGHQW
LQLWLDWLYHVXFKDVWKH5DSDFNL3ODQRUQRWDQGLIVRGLGWKH\JUDVSLW"7KHHYHU
GHWHUPLQHG.UHPOLQLQWKH6WDOLQLVWSHULRGZDVFKDQJLQJWRRLQ-DQXDU\
LQDOHWWHUZULWWHQE\0RORWRYEHIRUHWKHVHVVLRQRIWKH:DUVDZ3DFWLQ3UDJXH
KHWROGWKHJRYHUQPHQWVRIWKH0HPEHU6WDWHVWKDWEHVLGHVSUHVHUYLQJWKHXQLW\
ZKLFK LV DQ H[WHUQDO TXHVWLRQ LQGHSHQGHQW LQLWLDWLYH IURP HDFK FRXQWU\PXVW
HQFRXUDJHG DQG IURP WKH 8665
V SDUW KH SURPLVHG PRUH LQIRUPDWLRQ DQG
FRQVXOWDWLRQ :ODG\VODZ *RPXOND WKH QHZ ILUVW 3ROLVK 6HFUHWDU\ ZDV
EDODQFLQJ RQ D UD]RUEODGH LQ  2Q RQH KDQG .KUXVKFKHY¶V SURJUDP WR
FOHDQXS WKHPHVV OHIWE\6WDOLQLVPZDVFOHDU IRUKLP7KLVSURJUDPZURXJKW
GHHS FKDQJHV LQ WKH UHODWLRQVKLS RI WKH DOOLHV DIWHU WKH ;; &RQJUHVV RI WKH
&368OLNHWKHVWDWHPHQWDERXWWKHHTXDOUHODWLRQVKLSZLWKWKHDOOLHVPDGHE\
WKH 6RYLHW *RYHUQPHQW RQ 2FWREHU WK  DQG WKH SURPLVH WKDW LQ WKH
IXWXUHWKH8665ZRXOGNHHSLQPLQGWKHKLVWRU\DQGWKHQDWLRQDOFKDUDFWHURI
HDFKDOO\FRXQWU\2QWKHRWKHUKDQGVRPHGD\VDIWHUWKLVVWDWHPHQWWKH8665
FUXVKHG WKH+XQJDULDQ UHYROXWLRQZKHQ GLVVHQWLQJ+XQJDULDQV GHPDQGHG WKH
ZLWKGUDZDORI6RYLHWWURRSVDQGLQWHQGHGWREHFRPHQHXWUDOVWDWH

 $G5  32/,, 3ROHQ  LQ KLV OHWWHU RI -XQH   9HURVWD WKH
$XVWULDQ$PEDVVDGRU WR:DUVDZ JDYH D GHWDLOHG DFFRXQW RQ WKH FKDQJHV RFFXUUHG LQ 3ROLVK
$PHULFDQUHODWLRQVKLSDQGRQWKHQHJRWLDWLRQVUHODWHGWR$PHULFDQORDQV
 02/ ;,;-M/HQJ\HORUV]iJW $PEDVVDGRU 'H]VĘ 6]LOiJ\L LQ KLV WRS
VHFUHW UHSRUWRIWK -DQXDU\DQDO\VHV WKH3ROLVK$PHULFDQ UHODWLRQVKLS$FFRUGLQJ WRKLV
GDWDVLQFH'RXJODV'LOORQDQQRXQFHGWKHHFRQRPLFDVVLVWDQFHRI3RODQGDWWKH$PHULFDQ3ROHV
&RQJUHVV LQ &KLFDJR RQ 2FWREHU QG  :DUVDZ KDG UHFHLYHG  PLOOLRQ LQ DLG
DOWRJHWKHURIZKLFKZDVIRUEX\LQJDJULFXOWXUDOSURGXFWV%\3RODQGKDGUHFHLYHGWKH
PRVWIDYRXUHGQDWLRQ FODXVH WKH\ KDG EHHQ DFFHSWHG LQWR WKH *$77 DQG WKH\ DGGUHVVHG WKH
LVVXHVUHJDUGLQJULJKWVRIRZQHUVKLSWKDWKDGDULVHQGXULQJDQGDIWHUWKH6HFRQG:RUOG:DU
02/;,;-M86$W 7KH +XQJDULDQ (PEDVV\ LQ:DVKLQJWRQ VHQW D WRS
VHFUHWOHWWHURIRQWKHWKRI0D\JLYLQJDVXPPDU\RI$PHULFDQIRUHLJQSROLF\LQWKH\HDU


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

%DVHGRQZKDWZDVIRXQGLQWKHJLYHQGLSORPDWLFVRXUFHVRQHPLJKWWKLQN
WKDW*RPXOND¶VDQQRXQFHPHQWRIWKLVQHZSROLF\DWWKH9,,3OHQDU\6HVVLRQRI
WKH&HQWUDO&RPPLWWHHRIWKH3ROLVK8QLWHG:RUNHUV
3DUW\2FWREHUZDV
DQ DWWHPSW WR H[WHQG KLV PDUJLQV DJDLQVW 0RVFRZ ,I ZH WDNH WKLV YLHZ LW
IROORZV WKDW WKHUH ZDV SRVVLELOLW\ DQG URRP IRU VXFK LQGLYLGXDOLVP ZLWKLQ
6RYLHWGLSORPDF\DWWKHWLPH$PRQJWKHPHPEHUVWDWHVRIWKH:DUVDZ3DFW
WKH3ROLVK)RUHLJQ0LQLVWU\OHDGE\5DSDFNLZKRWRRNXSKLVSRVWLQ2FWREHU
ZDV WKH ILUVW RQH WRDUUDQJH WKHLU UHODWLRQVKLSVZLWK)UDQFH WKH8QLWHG
6WDWHVRI$PHULFD ,WDO\ WKH%HQHOX[VWDWHVDQG WKH6FDQGLQDYLDQVWDWHV7KH
86$ZDVGHFODUHGO\RSHQ WR WKH3ROLVK LQLWLDWLYHRQRQHKDQG WKH\EHOLHYHG
WKDW3RODQGLVGHWDFKDEOHIURPWKHIHGHUDOV\VWHPRIWKH.UHPOLQRQWKHRWKHU
KDQG WKHSUHVLGHQWLDO DGPLQLVWUDWLRQZDQWHG WRJDLQ WKH V\PSDWK\± DQG WKH
YRWH ± RI WKH PLOOLRQ 3ROLVK OLYLQJ LQ $PHULFD 5HPHPEHU LI \RX ZLOO WKH
SRVLWLRQRI*HRUJH.HQQDQZKRKDGDOUHDG\VXJJHVWHGLQWKDWWKH86$
VKRXOGDFFHSW0RORWRY¶VSURSRVDODERXWWKHXQLILHGEXWQHXWUDO*HUPDQ\:LWK
WKLVWKHOHJDOJURXQGWRVWDWLRQ6RYLHWWURRSVRQ*HUPDQVRLOZRXOGHQGDQGLW
ZRXOGPHDQWKHLUZLWKGUDZDOIURPWKH3RODQGDVZHOO
,WLVRIFRXUVHDYDOLGTXHVWLRQZKHWKHU*RPXONDDQGWKH3ROLVKOHDGHUVKLS
ZLVKHGWKH6RYLHWV¶ZLWKGUDZDO2QHFDQSUHVXPHWKDWLWZRXOGQRWKDYHEHHQ
UHJUHWWHG LI 6RYLHW WURRSVZHUH QRW VWDWLRQHG RQ 3ROLVK WHUULWRU\ DQG LI WKHLU
FRXQWU\ ZDV QRW VXUURXQGHG E\ SUR6RYLHW VWDWHV 7KH\ ZHUH QRW DEOH WR
HPEUDFHWKLVZLVKRSHQO\±HVSHFLDOO\FRQVLGHULQJWKHH[DPSOHWKDWZDVPDGH
RIWKH+XQJDULDQVLQ±EHFDXVHWKLVZRXOGKDYHFHUWDLQO\PHDQWSROLWLFDO
VXLFLGH/HWXVQRWIRUJHWWKDWGHVSLWHZKDWHYHUUHVHUYDWLRQV WKH3ROLVKPLJKW

$G532/,,3ROHQ7KH$XVWULDQ'HSXW\$PEDVVDGRU WR:DUVDZ
/LHGHUPDQQ LQKLV OHWWHURIVW)HEUXDU\H[SUHVVHGKLVEHOLHI WKDW WKH5DSDFNL3ODQKDV
EHHQWKHILUVWLQGHSHQGHQWSURSRVDOVLQFHWKH6HFRQG:RUOG:DUHQGHG
 02/ ;,;-M/HQJ\HORUV]iJW 7KH +XQJDULDQ $PEDVVDGRU -iQRV
.DWRQD VHQW D WRS VHFUHW OHWWHU IURP:DUVDZ WR %XGDSHVW RQ WK0DUFK  LQ ZKLFK KH
PHQWLRQV WKH TXHVWLRQ RI 6RYLHW3ROLVK WHQVLRQ DV ZHOO DV WKH LQWHQWLRQ RI WKH ÄZHVW
LPSHULDOLVWFLUFOHV´ WR WHDU3RODQGIURPWKHVRFLDOLVWFDPS7KHGRFXPHQWSRLQWVRXW WKDW WKH
PRVW GLVWXUELQJ TXHVWLRQ IRU0RVFRZ GXULQJ  ZKHQ WKHLU UHODWLRQVKLS ZDV LPSURYLQJ
ZDV WKH XQZLOOLQJQHVV RI WKH 3ROLVK OHDGHUVKLS WR ÄVXEPLW WR WKH OHDGLQJ UROH RI WKH 8665
ZKLFKZDVDGRSWHGE\WKHUHVWRIWKHIULHQGO\VWDWHV´+HDOVRPHQWLRQVWKDWWKHFDXVHRIWKLVLV
WDFWLFDO LQ WKH ILUVW SODFH QDPHO\ WKH 3ROLVK LQKDELWDQWV DUH YHU\ QDWLRQDOLVW 7KH DQDO\VLV
PHQWLRQV WKDWLQRUGHU WR LQFUHDVH LWVVWUHQJWKRQ WKHSOD\LQJ ILHOG:DUVDZKDGVWUHQJWKHQHG
LWVUHODWLRQVKLSZLWK&KLQDDQG<XJRVODYLD
 $G5  32/,, 3ROLWLVFKH %HULFKWH' 3RO 7KH $XVWULDQ $PEDVVDGRU WR
:DUVDZ9HURVWD LQKLV UHSRUWRI -DQXDU\WKFRQILGHQWLDOLW\XQNQRZQSRLQWHGRXW WKDW
.HQQDQ¶VUDGLRWDONVKHOGLQ/RQGRQLQ'HFHPEHUGHFODUHGO\KDUPHGWKH6RYLHW
VZHOFRPLQJRI
WKH5DSDFNL 3ODQ EHFDXVH LQ KLV VSHHFK KH H[SODLQHG KLV WKRXJKWV DERYHPHQWLRQHG7KXV KH
SDLGWKH.UHPOLQ¶VDWWHQWLRQRQWKHKLGGHQSHULOVRIWKH3ROLVKSURSRVDO
$G532/,,3ROHQ7KH$XVWULDQ$PEDVVDGRUWR:DUVDZ9HURVWD
LQ KLV UHSRUW RI 6HSWHPEHU WK  FRQILGHQWLDOLW\ XQNQRZQ DQDO\VHV WKDW IURP 3ROLVK
YLHZSRLQW WKHYDOXHRI WKH%DOWLF6HDKDG VLJQLILFDQWO\ UDLVHG ODWHO\EHLQJ WKH VLQJOHRSHQHG
ERXQGDU\RIWKHFRXQWU\


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

KDYH KDG WKH 6RYLHW EDWWDOLRQV GLG SURYLGH SURWHFWLRQ DJDLQVW WKH SRWHQWLDO
PLOLWDU\DJJUHVVLRQRIWKH)5*,WZDVXQIRUWXQDWHO\ZLWKLQWKHLQWHUHVWVRIWKH
3ROHV WR DFFRPPRGDWH 6RYLHW WURRSV DW OHDVW XQWLO WKH *HUPDQ TXHVWLRQ KDG
EHHQVROYHGZHFRXOGHYHQVD\WKDWDYLDEOHVROXWLRQWRWKH*HUPDQLVVXHZDV
FRQVLGHUHGWKHSUHUHTXLVLWHIRU6RYLHWZLWKGUDZDOIURP3RODQG
(YHQLIWKHZLWKGUDZDORI6RYLHWIRUFHVGLGQRWEHFRPHDUHDOLW\ZHFDQEH
VXUHEDVHGRQWKHVRXUFHV WKDW WKHOHDGHUVRIWKH0LQLVWU\RI)RUHLJQ$IIDLUV
OHDG E\ 5DSDFNL EHOLHYHG LQ WUDGLWLRQDO 3ROLVK QDWLRQDO SROLWLFV )URP WKH
SRLQW RI YLHZ RI WKH 3ROLVK QDWLRQ GDQJHURXV FORXGV ZHUH JDWKHULQJ RQ WKH
KRUL]RQ LQ  7KH UHPLOLWDUL]LQJ )5* ZKLFK PLJKW LQ D IHZ \HDUV KDYH
QXFOHDUZHDSRQVDW WKHUHGLVSRVDODQGVWXEERUQO\UHIXVHGWRDFNQRZOHGJHWKH
*'5 DQG WKH 2GHU1HLVVH ERXQGDU\ ZDV D VHULRXV WKUHDW IRU:DUVDZ 7KH
3ROHVIHOWPRUHDQGWKUHDWHQHGHDFKGD\LQIDFWEHFDXVH%RQQZDVQRWZLOOLQJ

 $G5  32/,, 3ROLWLVFKH %HULFKWH' 3RO 7KH$XVWULDQ $PEDVVDGRU RI
:DUVDZ9HURVWDLQKLVUHSRUWRIWK-DQXDU\FRQILGHQWLDOLW\XQNQRZQHPSKDVL]HGWKDWWKH
JRDO RI *RPXOND LV WKH ZLWKGUDZDO RI WKH 6RYLHW WURRSV ZLWK WKH KHOS RI WKH 3ROLVK QDWLRQDO
LQWHUHVW1HYHUWKHOHVVLW LVRQO\SRVVLEOHLIWKH*HUPDQTXHVWLRQLVVROYHGDQGWKHLQWHUQDWLRQDO
WHQVLRQ±DWOHDVWLQWKHUHJLRQHQGV
$G532/,,3ROHQ7KH$XVWULDQ$PEDVVDGRURI:DUVDZ9HURVWDLQ
KLVUHSRUWRIWK)HEUXDU\JLYHVDGHWDLOHGELRJUDSK\RIWKHOHDGHUVRIWKH3ROLVK0LQLVWU\
RI)RUHLJQ$IIDLUV VLQFH IURP2FWREHU WR WKH0DQDJHPHQWRI)RUHLJQ$IIDLUVZDV
FRQVWDQWZH VKDOO IRFXVRXU DWWHQWLRQRQ D IHZ LQWHUHVWLQJ WKLQJV7KH VRXUFHSRLQWHGRXW WKDW
5DSDFNLZDVERUQLQDORZHUQREOHIDPLO\LQLQ/HPEHUJEXWKLVIDWKHUDOUHDG\KDGDSDUW
LQWKHODERXUPRYHPHQW5DSDFNLIHOO LQWR*HUPDQFDSWLYLW\LQWKHZDUEXWPDQDJHGWRHVFDSH
LQWR ,WDO\ )URP  KH ZDV DQ DFWLYH PHPEHU RI WKH 3ROLVK 6RFLDOLVW 3DUW\ DQG ODWHU
SDUWLFLSDWHG LQ WKHHVWDEOLVKPHQWRI WKH3ROLVK8QLWHG:RUNHUV
3DUW\ LQ ,Q WKHSHULRGRI
6WDOLQLVPKHZDV0LQLVWHURI(GXFDWLRQDQGIURPDXWXPQKH LVFOHDUO\*RPXOND¶VPDQ
7KH GHSXW\ )RUHLJQ0LQLVWHU0DULDQ1DV]NRZVNL ZDV  \HDUV ROG DOVR ERUQ LQ /HPEHUJ D
VRFLDOLVWSROLWLFLDQRI-HZLVKGHVFHQWKHJRWWKHUDQNRIJHQHUDOZKLOHILJKWLQJLQWKH3ROLVKDUP\
RQWKH6RYLHWV
VLGH,QKHZDVWKHILUVW$PEDVVDGRUIURP0RVFRZWR3RODQGXQWLOKH
ZDVFRQVLGHUHGDVD6WDOLQLVWEXWKHPRYHGWR*RPXOND¶VVLGHMXVWLQWLPHWRUHWDLQKLVSRVLWLRQ
DQGUHSXWDWLRQ-yVHI:LQLHZLF] WKHVHFRQGGHSXW\)RUHLJQ0LQLVWHUDOVRDJHZDVERUQ LQ
3RVHQDQGEHIRUHWKHZDUKHZDVWKHHGLWRURIDQDWLRQDOLVWQHZVSDSHU'XULQJWKHZDUKHOLYHGLQ
/RQGRQIRUVRPHWLPHEXWGLVFRQQHFWHGKLVUHODWLRQVKLSVZLWKWKHJRYHUQPHQWLQH[LOHLQWLPHWR
EHFRPHWKH$PEDVVDGRURI3RODQGWR:DVKLQJWRQIURPWR,WLVLQWHUHVWLQJWKDWKHZDV
QRWDSDUW\PHPEHUDVDGHSXW\IRUHLJQPLQLVWHUHLWKHUKRZHYHUKHIUHTXHQWO\UHIHUUHGWRKLPVHOI
ZLWKWKHH[SUHVVLRQÄZHROGQDWLRQDOLVWV´+HDQG1DVNRZVNLGLGQRWOLNHHDFKRWKHUEXWKHZDV
LQ5DSDFNL¶VFRQILGHQFHRQWKHILUVWSODFH3U]HP\VODZ2JURG]LQVNLWKH+HDGRI'HSDUWPHQW
\HDUV ROG ERUQ LQ /HPEHUJ KH ZDV D UHDO FDUHHULVW ZLWKLQ WKH SDUW\ ZKR VWRRG RQO\ RQWR
*RPXOND¶V VLGH LQ2FWREHU+HZDVQRW IDU UHPRYHG IURP3ROLVKQDWLRQDOLVP¶VVSKHUHRI
LQWHUHVW7KH$XVWULDQ$PEDVVDGRUFRQVLGHUHGKLPWKHLQVWLJDWRURIWKH5DSDFNL3ODQKHZDVRQH
RI WKH EUDLQ WUXVWV RI WKH 3ROLVK 0LQLVWU\ RI )RUHLJQ $IIDLUV 0DULD :LHUQD WKH +HDG RI
'HSDUWPHQWDJHDQROGFRPPXQLVWDFWLYLVWRI-HZLVKGHVFHQWRQHRIWKHKLJKUDQNLQJOHDGHUV
RI WKH UHVLVWDQFH D UHDO 6WDOLQLVW ZKR DFFHSWHG *RPXOND¶V WDNHRYHU RQO\ DIWHU D SURYHUELDO
ZKLSSLQJ7KHVRXUFHSRLQWVRXW VRPHWKLQJ LQWHUHVWDERXW WKLV LQGLYLGXDO0UV:LHUQDRQHRI
GRPLQDQW SHUVRQDOLWLHV RI WKH ROG -HZLVK FRPPXQLVWV WRRN H[FOXVLYH FRQWURO RI WKH 3ROLVK
0LQLVWU\ RI )RUHLJQ $IIDLUV LQ  DQG VKH FRXOG RQO\ NHHS KHU VHDW LQ  LQ RUGHU WR
UHSUHVHQWFRQWLQXLW\GXULQJWKH6RYLHWPRSSLQJXS

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WR UHDGGUHVV DQG VWDELOL]H LWV UHODWLRQVKLSV DQGZKDW LVPRUH WKH\ UHIXVHG WR
VWDUW D GLSORPDWLF UHODWLRQVKLS RQ WKH EDVLV RI WKH +ROVWHLQ 'RFWULQH:KDW
UHDOO\IULJKWHQHGWKH3ROHVZHUHWKHDFWLRQVRI.KUXVKFKHY LQKLVDWWHPSWV WR
GLVSODFH WKH*HUPDQ TXHVWLRQ IURP WKH GHDGORFN$OWKRXJK LW GRHV QRW VHHP
OLNHO\ WKDW 0RVFRZ ZRXOG LQGHHG KDYH FRQVLGHUHG VXFK SODQV WKHUH ZHUH
UHSRUWV IURP YDULRXV GLSORPDWV VXJJHVWLQJ WKDW LQ WKH VSLULW RI 0RORWRY¶V
VXJJHVWLRQPDGH LQ  WKH )5* DQG WKH8665ZRXOG UHDFK D VHWWOHPHQW
DQG LQ FRPSHQVDWLRQ WKH XQLWHG *HUPDQ\ ZRXOG UHFHLYH WHUULWRULHV IURP WKH
2GHU1HLVVH OLQH WR WKH HDVW IURP 3RODQG 7KLV WKUHDW ZDV VWUHQJWKHQHG E\
$GHQDXHU¶VYLVLW WR0RVFRZ LQ6HSWHPEHUDQGZLWK WKHHPHUJHQFHRID
GLSORPDWLF UHODWLRQVKLS EHWZHHQ WKH )5* DQG WKH 8665 (YHQ LI ZLWK WKH
EHQHILWRIKLQGVLJKWZHUHJDUGWKLVLQIRUPDWLRQDVPHUHDODUPLQJUXPRXUVZH
PXVWQRWIRUJHWWKDWLQWKRVHGD\VWKH3ROLVKJHQHUDWLRQRISROLWLFLDQVKDGEHHQ
DOLYHZKHQ%HUOLQDQG0RVFRZGLYLGHG3RODQGLQWRSDUWVLQ,WLVQHLWKHU
FRLQFLGHQFHQRUVXUSULVHWKDWXSRQKHDULQJVXFKQHZV*RPXONDDQG5DSDFNL
WRRNDVWDQGQH[WWRWKHLQGHSHQGHQWDQGDFWLYH3ROLVKIRUHLJQSROLF\+RZHYHU
LWFRXOGHDVLO\PHDQGDQJHUIRUWKHP&]HFKRVORYDNLDZDVDOVRFOHDUO\DJRRG
DOO\ LQ WKLV FDVH DV3UDJXHZDV DIUDLG RI ORVLQJ WKH6XGHW WHUULWRU\7KH WZR
FRXQWULHV FDUHIXOO\ KDUPRQLVHG WKHLU VWHSV LQ WKH IRUHLJQ SROLF\ ,W LV D IDFW
WKDWWKH3ROLVKJRYHUQPHQWKDGFRQVXOWHGQRWMXVWZLWK3UDJXHEXWWKHPHPEHU
VWDWHV RI WKH :DUVDZ 3DFW EHIRUH LWV LGHD ZDV ODXQFKHG $W WKH HQG RI
6HSWHPEHU  WKH\ GLG WKH VDPH ZLWK +XQJDU\ 0RVW RI WKH DOOLHV RI
:DUVDZ EDFNHG WKH LQLWLDWLYH DQG KHOSHG KROG WKH SURSRVDO RQ SROLWLFDO
SURJUDP (YHQ WKH WHQVLRQ VWDUWHG DIWHU 2FWREHU  EHWZHHQ 3RODQG DQG
:HVW *HUPDQ\ GLVDSSHDUHG RQ WK 'HFHPEHU  3UHVLGHQW 2WWR
*URWHZRKO¶VFRPPXQLTXpZDVDFFHSWHG,WFRQVLVWHGRIIRXUSRLQWVZKLFKZHUH

),6&+(5
$G532/,,%5'7KH$XVWULDQ$PEDVVDGRU9HURVWDZDVFOHDUO\
WDONLQJDERXW VXFKSLHFHVRI LQIRUPDWLRQ LQKLV UHSRUWRIQG'HFHPEHU7KHUHZHUH WDONV
DERXW WKH KDQGLQJRYHU RI 6WHWWLQ DQG /RZHU6LOHVLD WR WKH *'5 LQ WKH 6RYLHW3ROLVK
QHJRWLDWLRQV,QUHWXUQ3RODQGZRXOGUHFHLYH*URGQRDQGSHUKDSVWKHWHUULWRU\DURXQG7DUQRSRO
$IWHUWKHWHUULWRULDOUHRUGHULQJWKH\ZRXOGFRQFOXGHZLWKD*HUPDQSHDFHWUHDW\
 $G5  32/,, %5'  7KH $XVWULDQ $PEDVVDGRU RI 3UDJXH 'U
:LOKHOP+HLQLQJHU FRQILGHQWLDOO\ ZURWH DERXW WKH LQVWLWXWLRQDOLVHG 3ROLVK&]HFKRVORYDNLDQ
QHJRWLDWLRQVLQKLVUHSRUWRQ6HSWHPEHUWK
02/;,;-M/HQJ\HORUV]iJW2Q6HSWHPEHU'HSXW\)RUHLJQ
0LQLVWHU ,VWYiQ6HEHV LQIRUPHG WKH ILUVW9LFH&KDLUPDQ RI WKH+XQJDULDQ JRYHUQPHQW )HUHQF
0QQLFKDERXWD3ROLVK LGHDRXWOLQHGIRUKLPE\ WKH3ROLVK$PEDVVDGRU LQ%XGDSHVW LQD WRS
VHFUHW GRFXPHQW RQ VW 6HSWHPEHU +H DVNHG DERXW WKH RIILFLDO DWWLWXGH RI WKH +XQJDULDQ
JRYHUQPHQWLQUHJDUGWRWKLV+HDOVRLQGLFDWHGWKDWWKH0LQLVWU\RI)RUHLJQ$IIDLUVVXSSRUWVWKH
3ROLVKODXQFKLQJLQKDUPRQ\ZLWKWKH8665,WLVHYLGHQWIURPWKHGRFXPHQWWKDWWKHSURSRVDO
ZDVDOUHDG\NQRZQLQGLSORPDWLFFLUFOHVEHIRUHLWVODXQFKLQJRQQG2FWREHU
 02/ ;,;-M/HQJ\HORUV]iJW 7KH $PEDVVDGRU LQ :DUVDZ -iQRV
.DWRQD WRXFKHV WKH 3ROLVK(DVW *HUPDQ TXHVWLRQ RI WHQVLRQ LQ KLV WRS VHFUHW UHSRUW VHQW WR
%XGDSHVWRQWK0DUFKDOWKRXJKLWVLPSURYHPHQWZDVKLVUHVSRQVLELOLW\LQWKHILUVWSODFH
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V\QFKURQL]HGZLWKWKH5DSDFNL3ODQ2QWK-DQXDU\LQKLVUDGLRVSHHFK
LQERWK*HUPDQVWDWHVKHSURSRVHGDUHIHUHQGXPDERXWWKHMRLQLQJWKHQXFOHDU
IUHH]RQH%XW%RQQUHIXVHGLWVRQRWKLQJKDSSHQHG
$GGLWLRQDOO\ WKHUH ZDV D TXHVWLRQ DV WR ZKHWKHU WKH 3ROLVK 0LQLVWU\ RI
)RUHLJQ$IIDLUVKDGLQFRUSRUDWHG6RYLHWLGHDVLQWRWKH5DSDFNL3ODQ,WFDQEH
DVVXPHGWKDWQHJRWLDWLRQV WRRNSODFHEXWLW LVQRWFOHDULI WKH\KDGDJUHHGRQ
WKHGDWHRI WKHSXEOLFDWLRQ ,I LWKDGEHHQDKDUPRQLVHGGDWH0RVFRZZRXOG
FHUWDLQO\QRWKDYH WLPHG LW WZRGD\VEHIRUH WKH6SXWQLN ODXQFKRQ2FWREHU
DQG WKH 3ROLVK ZRXOG KDYH IRXQG D EHWWHU GDWH $V LW ZDV WKH FHQWUH RI WKH
LQWHUQDWLRQDO IRFXV EHFDPH WKH 6RYLHW VDWHOOLWH7KLVZDV DQRWKHU UHDVRQZK\
WKH8665RQO\YRLFHGLWVVXSSRUWQH[WWRWKH5DSDFNL3ODQLQ'HFHPEHU$IWHU
DOO DQ\ GHFODUDWLRQV UHODWHG WR GLVDUPDPHQWZRXOG KDYH EHHQ VWUDQJH ,Q WKH
FRXUVH RI 2FWREHU 0RVFRZ SXW YRFLIHURXV HPSKDVLV RQ WKHLU WHFKQLFDO
VXSHULRULW\ LQ WKH ILHOG RI URFNHWU\ DQG VSDFH UHVHDUFK FDXVLQJ WKH 6SXWQLN
VKRFNLQWKHZHVWHUQZRUOG2QWKHHYHRIWKHWKDQQLYHUVDU\RIWKH
UHYROXWLRQ LWZDVREYLRXVO\IDUPRUHWHOOLQJ WRVSHDNDERXW WKHYLFWRU\ WKDQ
DERXWWKHGLVPDQWOLQJ,QFDVHRIDKDUPRQLVHG3ROLVK6RYLHWYLHZSRLQWLWLV
SRVVLEOH WKDW *URPLNRZRXOG QRW KDYH WDONHG VROHO\ DERXW WKH QHFHVVLW\ RI
UHGXFLQJWKHFRQYHQWLRQDODUPDPHQWVLQKLVVSHHFKRQWKHVWRI6HSWHPEHU
DW WKH 812 *HQHUDO $VVHPEO\ 7KH GDWH ZDV PRVW OLNHO\ GHFLGHG E\
:DUVDZDQG WKHUHDVRQIRUFKRRVLQJ2FWREHUZDVGHILQLWHO\ WKHZLQQLQJRI
$GHQDXHURQWKHHOHFWLRQLQ6HSWHPEHU7KLVFDXVHGGLVTXLHWLQ:DUVDZ
DVWKHFKDQFHOORUKDGDOUHDG\SURPLVHGDFWLYLW\LQWKHFDPSDLJQZKLFKZDV
EDGIRUWKHFRXQWU\
,QOLJKWRIWKHDERYHOHWXVH[DPLQHZKDWDGYDQWDJHV:DUVDZZRXOGKDYH
KDGLQWKHHYHQWWKDWWKHSURSRVDOKDGEHHQUHDOL]HG
 ZLWKRXW QXFOHDU ZHDSRQV WKH PLOLWDU\ WKUHDW RI WKH )5* ZRXOG KDYH
GHFUHDVHGVLJQLILFDQWO\ZKLFKZRXOGKDYHKHOSHG WRVWDELOL]H WKH UHODWLRQVKLS
EHWZHHQ %RQQ DQG :DUVDZ DV ZHOO DV WKH UHODWLRQVKLS EHWZHHQ %RQQ DQG
3UDJXHDQLPSRUWDQWHOHPHQWRIZKLFKZRXOGKDYHEHHQWKHDFNQRZOHGJHPHQW
RIWKH2GHU1HLVVHERUGHU

/$%225
),6&+(5
$G532/,,817KHDIRUHPHQWLRQHGVRXUFHFRQWDLQVWKHVSHHFKRI
*URPLNRLQ*HUPDQWUDQVODWLRQ
$G532/,,%5'7KH$XVWULDQ$PEDVVDGRURI%RQQ5RWWHULQKLV
UHSRUWRIWK2FWREHUFRQILGHQWLDOLW\XQNQRZQKHZDVGHDOLQJZLWKWKHHDVWHUQSROLF\RI
)5* WKDW LV H[SHFWHG WR EHFRPH DFWLYH ,PSRUWDQW HOHPHQW RI LW ZRXOG KDYH EHHQ WKH
HVWDEOLVKPHQWRIXQRIILFLDOGLSORPDWLFUHODWLRQVIRUH[DPSOHZLWK:DUVDZQHYHUWKHOHVVZLWKRXW
WKH DFNQRZOHGJPHQW RI WKH 2GHU1HLVVH ERXQGDU\ DQG WKH *'5 ZKLFK ZDV REYLRXVO\
XQDFFHSWDEOHIRU:DUVDZ
$G532/,,%5''HFODUHGE\$XVWULDQ$PEDVVDGRUWR%RQQ0U
5RWWHU LQKLV UHSRUWRIWK2FWREHUZKHQKHFRQILGHQWLDOO\DQG WKRURXJKO\DQDO\VHG WKH
UHVXOWVDQGWKHFRQVHTXHQFHVRIWKHHOHFWLRQV
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 ZLWK WKH GLVDUPDPHQW RI WKH )5* WKH WHQVLRQ FRQFHUQLQJ WKH *HUPDQ
TXHVWLRQZRXOGKDYH OHVVHQHGZKLFKZRXOGKDYHKHOSHG WKHDJUHHPHQWDQG±
ZLWK UHOHYDQFH WR 3ROLVK LQWHUHVWV ± WKH VWDELOL]DWLRQ RI UHODWLRQV EHWZHHQ WKH
WZR*HUPDQVWDWHV
LIWKHRSSRVLWLRQDPRQJWKHVXSHUSRZHUVKDGGHFUHDVHGRULILWKDGHQGHG
LQWKH*HUPDQTXHVWLRQ WKHUHZRXOGKDYHEHHQQRQHHGIRUWKHRFFXSDWLRQRI
WKH*'5E\WKH6RYLHWVLH WKHZLWKGUDZDORIWKH6RYLHWWURRSVIURP3RODQG
ZRXOGKDYHDOVREHHQSRVVLEOH
 WKH SODQ ZRXOG KDYH SUHYHQWHG WKH )5* IURP GHYHORSLQJ RU VWRULQJ
QXFOHDUZHDSRQVRQLWV WHUULWRU\ZKLFKLQWXUQZRXOGFLUFXPYHQWWKHORFDWLRQ
RIIXUWKHU6RYLHW WURRSV±SRVVLEO\DOVRHTXLSSHGZLWKQXFOHDUZHDSRQV LQWR
WKHWHUULWRU\RI3RODQGRUWKH*'5ZKLFKZRXOGKDYHJHDUHGXSWKHLQIOXHQFH
RIWKH.UHPOLQRQWKHVHFRXQWULHV
5HJDUGOHVV RI WKH ORQJWHUP RXWFRPH RI WKH SODQ LW FRXOG KDYH JUDQWHG
IDYRXUDEOHSRVVLELOLWLHVIRU:DUVDZLQWKHVKRUWWHUP)RUH[DPSOHLWKHOSHG
WR IRUP WKH LPDJH RI DQ LQGHSHQGHQW 3RODQG DQG WR HVWDEOLVK D JHQHUDO
IDYRXUDEOH DQG UHVSHFWDEOH UHSXWDWLRQ IRU 3RODQG ,W DOVR KHOSHG WR HVWDEOLVK
VWURQJHU UHODWLRQVKLSV ZLWK WKH YDULRXV QRQDOLJQHG PRYHPHQWV DQG ZLWK WKH
QHXWUDO VWDWHV DVZHOO DV WKHLU UHODWLRQVKLSZLWK WKHZHVWHUQ VRFLDOGHPRFUDWV
ZKRKDGDVVLVWHGGLVDUPDPHQW
7KH IDFW WKDW WKH 5DSDFNL 3ODQ ZDV IDPLOLDUL]HG ZLWK WKH .UHPOLQ MXVW
VKRUWO\EHIRUHLWVILUVWDQQRXQFHPHQWGRHVQRWPHDQWKDW LWGLGQRWILWLQWRWKH
URZ RI WKH SURSRVDOV UHOHDVHG E\ WKH8665 E\ WKH HQG RI  ,Q WHUPV RI
0RVFRZ¶VJRDORISRVVHVVLQJ WHPSRUDU\ WHFKQLFDOVXSHULRULW\ IXUWKHUEDQVRQ
QXFOHDU WHVWVZHUH LQVWLOOHG ,Q DGGLWLRQ LW XUJHG WKHPXWXDO DEDQGRQPHQW RI
QXFOHDU ZHDSRQV XVDJH 2Q DFFRXQW RI WKLV WKH .UHPOLQ PDQLIHVWHG LWV
FRQVLVWHQWGHVLUHWRRUJDQLVHDQLQWHUQDWLRQDOVXPPLWFRQIHUHQFHRQZKLFKWKH\
ZRXOGKDYH OLNHG WRQHJRWLDWHJHQHUDOGLVDUPDPHQWZLWK WKH8QLWHG6WDWHV LQ
WKHILUVWSODFH7KHGLVDUPDPHQWZDVDOVREDFNHGE\YDULRXVLQWHUQDWLRQDOSHDFH
PRYHPHQWV ZKLFK ZHUH LQ WXUQ VXSSRUWHG E\ WKH 8665 6XEVHTXHQWO\

 $G5  32/,, 3ROHQ  2Q 0DUFK   9LHQQD  LQIRUPHG LWV
HPEDVV\LQ0RVFRZDQG:DUVDZWKDWWKHJRDORIWKH5DSDFNL3ODQLVWKHVHWWOLQJRIWKH*HUPDQ
TXHVWLRQDQGWRIRUFHWKHZLWKGUDZDORI6RYLHWWURRSVIURP3RODQG)RUWKLVUHDVRQ:DUVDZZHUH
LQIDFWJUDWHIXOIRUWKHPDQ\UHMHFWLRQVWKDWWKH3ODQUHFHLYHGIURPWKH:HVWHUQSRZHUVVLQFHWKLV
ZRXOGFDOPWKH6RYLHWVDQGOHWWKHLUDWWHQWLRQZDQGHUHOVHZKHUHLQWKHORQJWHUPKRZHYHUWKH
3ROLVKJRYHUQPHQWFRXQWHGYHU\PXFKRQWKH:HVW¶VHYHQWXDODFFHSWDQFHRIWKHSURSRVDO
0$671<9RMWHFK/HDUQLQJ IURP WKHHQHP\1$72DVD0RGHO IRU WKH:DUVDZ3DFW
,1 =UFKHU %HLWUlJH ]XU 6LFKHUKHLWVSROLWLN XQG .RQIOLNWIRUVFKXQJ 1U  (GLWHG E\ .XUW 5
63,//0$11 DQG $QGUHDV :(1*(5 )RUVFKXQJVVWHOOH IU 6LFKHUKHLWVSROLWLN XQG
.RQIOLNWDQDO\VHGHU(7+=ULFK
 52<(1 &KULVWRSK $XHQSROLWLN ,1 /lQGHUEHULFKW 3ROHQ 6FKULIWHQUHLKH 6WXGLHQ ]XU
*HVFKLFKWHXQG3ROLWLN%DQG%XQGHV]HQWUDOHIUSROLWLVFKH%LOGXQJ%RQQ
02/;,;-M/HQJ\HORUV]iJW7KH5DSDFNL3ODQZDV DQDO\VHGE\ WKH
QG 3ROLWLFDO 'HSDUWPHQW RI WKH 0LQLVWU\ RI )RUHLJQ $IIDLUV RI +XQJDU\ *\XOD 1pPHWK WKH
6HFUHWDU\RI(PEDVV\ZKRZURWHWKHDQDO\VLVSRLQWHGRXWDVPHULWVRIWKH3ROLVKVXJJHVWLRQWKDW


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


6RYLHW3ULPH0LQLVWHU%XOJDQLQUHOHDVHGKLVDQQH[RQ'HFHPEHUWKLQ
ZKLFK KH DOLJQHG KLPVHOIZLWK WKH5DSDFNL SURSRVDO DIWHU WKH ILUVWZDYHV RI
VKRFN RI WKH 6SXWQLN ODXQFKLQJ %XOJDQLQ DIILUPHG WKLV LQ D OHWWHU WR WKH
$PHULFDQ3UHVLGHQW DOVR VXJJHVWLQJ DQRWKHU VXPPLW FRQIHUHQFH ZLWK RQH RI
WKHDJHQGDVEHLQJWKHFUHDWLRQRIDGHQXFOHDULVHG]RQH)HEUXDU\

7KHVHFRQGHGLWLRQRIWKH5DSDFNL3ODQ

:HVWHUQPHGLDKDGDQLPSRUWDQWUROHLQPDNLQJWKH3ROLVKVXJJHVWLRQSXEOLF
DQG ZHOO NQRZQ LQ WKH QH[W WZR PRQWKV DIWHU WKH 5DSDFNL 6SHHFK 5DSDFNL
KLPVHOIUHFHLYHGPRUHSXEOLFLW\LQWKHPRQWKVIROORZLQJWKHVSHHFKWKDQKHKDG
H[SHFWHG/H0RQGH'LH:HOW7KH7LPHV'HU6SLHJHODOOGHDOWZLWKKLVSODQ
7KH WHOHSKRQHV UDQJ FRQWLQXRXVO\ LQ :DUVDZ DQG WKH 3ROLVK 0LQLVWHU RI
)RUHLJQ$IIDLUVZDVDVNHGIRULQWHUYLHZVDQGKLVSRVLWLRQRQWKLVTXHVWLRQ
7KH SROLWLFLDQV DQG GLSORPDWV
 RSLQLRQV ZHUHPRUHPRGHUDWH DQG FULWLFDO
DQGERWK:DUVDZDQG0RVFRZZHUHUHSURDFKHGSDUWLFXODUO\IRUWKHURXJKQHVV
DQGWKHVNHWFKLQHVVRIWKHFRQFHSWHVSHFLDOO\WKDWSDUWZKLFKGHDOWZLWKPXWXDO
VXSHUYLVLRQ3DXO+HQUL6SDDN6HFUHWDU\*HQHUDORI1$72UDLVHGWKHLVVXHRI
&HQWUDO (XURSH¶V IUHHGRP IURP QXFOHDUZHDSRQV FODLPLQJ WKDW WKH LGHD RI D
GHQXFOHDULVHG ]RQH ZDV PLOLWDULO\ XVHOHVV VLQFH FRQWHPSRUDU\ URFNHW
WHFKQRORJ\KDGVLJQLILFDQWO\LQFUHDVHGWKHHIIHFWLYHUDQJHRIQXFOHDUPLVVLOHV
7KH 3UHVLGHQW RI WKH 8QLWHG 6WDWHV RI $PHULFD LQ KLV DQVZHU ZULWWHQ WR
%XOJDQLQ RQ -DQXDU\ WK  UHMHFWHG WKH LGHD RI D QXFOHDUIUHH ]RQH
EHFDXVHKHGLGQRWILQGLWDQHIIHFWLYHZD\WRHDVHLQWHUQDWLRQDOWHQVLRQ$WWKH
VDPHWLPHKHLQGLFDWHGWKDWKHZRXOGLQYHVWLJDWHWKHTXHVWLRQPRUHWKRURXJKO\
ZLWKKLVJRYHUQPHQW¶VDOOLHV&KDQFHOORU$GHQDXHU LQKLVDQVZHUZULWWHQ WR
%XOJDQLQRQ-DQXDU\WKVWDWHGWKDWLWZDVXQLPSRUWDQWIURPWKHSRLQWRIYLHZ
RIWKH)HGHUDO5HSXEOLFRI*HUPDQ\ZKHUHWKHQXFOHDUZHDSRQVZHUHVWRUHGDV
ZHOO DV DJUHHLQJ ZLWK 6SDDN WKDW WKH QXFOHDU IUHH ]RQH ZRXOG EH SRLQWOHVV
LQIRUPDVWUDWHJLFSRLQWRIYLHZ$FFRUGLQJWRKLPWKHPRVWLPSRUWDQWTXHVWLRQ
ZRXOG EH WKH WRWDO SURKLELWLRQ RI QXFOHDU ZHDSRQV SURGXFWLRQ 7KH )UHQFK

ILUVWRIDOO LW FRQIXVHG WKH:HVWHUQJRYHUQPHQWFLUFOHVEHIRUH WKH3DULVLDQ WHUPRI WKH1$72
VHFRQGO\LWJDYHFRQFUHWHREMHFWLYHVWRWKHLQWHUQDWLRQDOSHDFHPRYHPHQWDQGWKLUGO\WKDWLWZDV
D YLDEOH EDVLV IRU LQWHUQDWLRQDO QHJRWLDWLRQV $W WKH VDPH WLPH KH SRLQWHG RXW WKDW LW ZDV
GDQJHURXVIRU3ROLVKVRFLHW\EHFDXVHLWPLJKWKDYHLQFUHDVHGÄWKHZRUVKLSRIWKH:HVW´
$G532/,,3ROHQ/LHGHUPDQQWKH$XVWULDQ$PEDVVDGRU¶V'HSXW\
LQ:DUVDZLQKLVUHSRUWRI)HEUXDU\VWFRQILGHQWLDOLW\OHYHOXQNQRZQWDONVDERXWWKH
VXSSRVHG5XVVLDQDFWLYLW\UHODWHGWRWKH5DSDFNL3ODQ
 02/ ;,;-M/HQJ\HORUV]iJG 3RODQG 7KH +XQJDULDQ $PEDVVDGRU
-iQRV.DWRQD¶VVWULFWO\FRQILGHQWLDOUHSRUWIURP:DUVDZ
/$%225
/$%225
 ,W LV ZRUWK SRLQWLQJ RXW WKDW $GHQDXHU¶V UHDVRQLQJ ZDV LQ DFFRUGDQFH ZLWK WKH )HGHUDO
5HSXEOLFRI*HUPDQ\¶VLQWHUHVWV7KH\ZHUHQRWZLOOLQJWRJLYHXSWKHQXFOHDUZHDSRQVLQVWDOOHG
LQWKHLUWHUULWRU\$VWKHFRXQWU\QXFOHDUZHDSRQVRILWVRZQLWZRXOGEHZLOOLQJWREDFNXSWKH


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

PLQLVWHURI)RUHLJQ$IIDLUV&KULVWLDQ3LQHDXLQKLVDQVZHUZULWWHQWR*URPLNR
RQ)HEUXDU\WKLQVLVWHGRQDUUDQJLQJDVXPPLWRQ*HUPDQ\¶VUHXQLRQZKLFK
ZDVDOVRVXJJHVWHGE\ WKH6RYLHW8QLRQ$FFRUGLQJ WRKLP WKH5DSDFNL3ODQ
ZRXOGEHDQ LWHPRQ WKH DJHQGDRI WKDWPHHWLQJ&RQVHTXHQWO\ VXPPDULVLQJ
WKHUHDFWLRQRI1$72¶VOHDGHUVWDWHVZHFDQFRQFOXGHWKHIROORZLQJ7KHILUVW
YHUVLRQRI WKH5DSDFNL3ODQZDV HLWKHU FRPSOHWHO\ UHIXVHGRUZDV VXEMHFW WR
VXFK FRQGLWLRQV DQG GHPDQGV WKDW HLWKHU FRXOG QRW KDYH EHHQPHW XQGHU WKH
FLUFXPVWDQFHVRIWKHFROGZDURUZHUHWKHPVHOYHVDPRQJWKHFDXVHVRIWKHFROG
ZDUVXFKDVWKH*HUPDQTXHVWLRQ
1DWXUDOO\ WKHUHZHUH FRXQWULHV WKDW LQVLVWHGRQGHEDWLQJ WKH5DSDFNL3ODQ
WKRURXJKO\ VXFK DV 6ZHGHQ 1RUZD\ DQG 'HQPDUN $IWHU LQWHUQDO
GHOLEHUDWLRQVWKH%ULWLVKODERXUSDUW\DOVRWRRNVLGHVZLWKWKHSODQDORQJZLWK
PDQ\RWKHU(XURSHDQVWDWHV¶OHIWLVWSDUWLHV
$VWKH3ROLVK0LQLVWU\RI)RUHLJQ$IIDLUVDQG5DSDFNLKLPVHOISXWLWGRZQ
DVDGHILQLWHVXFFHVVWKDWWKHVXJJHVWLRQKDGHYRNHGVXFKDVWURQJUHDFWLRQWKH\
GHFLGHG WR HODERUDWH WKH VXJJHVWLRQ $W WKLV WLPH DQ LQGHSHQGHQW 3ROLVK
LQLWLDWLRQ ZDV RXW RI TXHVWLRQ 7KHUH ZDV D VHFUHW UHFRQFLOLDWLRQ DPRQJ WKH
PHPEHUVWDWHVRI:DUVDZ3DFWEHWZHHQWK-DQXDU\DQGLQWKHFRXUVH
RIWKLVPHHWLQJWKHPHPEHUVWDWHVV\QFKURQL]HGWKHLUVWHSVLQDFFRUGDQFHZLWK
SULPDULO\WKHVRYLHWLGHDV$VHFUHW.KUXVKFKHY*RPXONDQHJRWLDWLRQZDVDOVR
RUJDQLVHG2Q)HEUXDU\ QG 5DSDFNL DQG*URPLNR KHOG WDONV DVZHOO
ILQDOL]LQJWKHVSHFLILFFRQWHQWVRIWKHSODQVXEMHFWWRGLVFORVXUH$PRQJRWKHUV
WKH\FDPH WR WKHGHFLVLRQ WKDW WKH5DSDFNL3ODQZDVDQ LPSRUWDQWSDUWRI WKH
6RYLHWVXJJHVWLRQVRQJHQHUDOGLVDUPDPHQWDQGWKDWWKHVHYDULRXVVXJJHVWLRQV
VKRXOG EH WUHDWHG DV D XQLW LQVWHDG RI VHSDUDWHO\ $V D UHVXOW RI WKHVH 6RYLHW
VWHSV DQG SROLFLHV WKH SUHYLRXVO\ VLPSOH DQG SUDFWLFDO 5DSDFNL KDG TXLFNO\
FRPH WR UHVHPEOH LWV FXPEHUVRPH DQG FRQWURYHUVLDO IRUHUXQQHUV ,W ZDV QR
FRLQFLGHQFH RI FRXUVH WKDW WKH 6RYLHW8QLRQ VXJJHVWHG WKH LGHD RI D1RUWK
(XURSHDQGHQXFOHDULVHG]RQHULJKWDIWHUWKLV6RPHWLPHODWHUWKH6RYLHW8QLRQ
DOVR PHQWLRQHG VLPLODU SODQV LQ FRQQHFWLRQ ZLWK WKH 1HDU(DVW EXW WKHVH

JHQHUDO SURKLELWLRQ RI QXFOHDU DUPVZKLFKZRXOG RI FRXUVH EH UHMHFWHG E\ ERWK0RVFRZ DQG
:DVKLQJWRQKHQFH(YHU\WKLQJZRXOGUHPDLQDVLWZDV
$G532/,,3ROHQ:DOGKHLPWKH$XVWULDQ$PEDVVDGRULQ2WWDZD
SURQRXQFHG LQ KLV VWULFWO\ FRQILGHQWLDO EXOOHWLQ ZULWWHQ )HEUXDU\ WK  WKDW DFFRUGLQJ WR
GLSORPDWLF VRXUFHV WKH 3ROLVK VXJJHVWLRQ ZRXOG EH GHOHWHG IURP WKH DJHQGD EHFDXVH RI WKH
:HVWHUQSRZHUV¶ UHMHFWLRQSULPDULO\:DVKLQJWRQ5RPH%RQQ3DULV LQ WKHIDFHRI:DUVDZ¶V
HIIRUWV $FFRUGLQJ WR :DOGKHLP :DVKLQJWRQ GLG QRW GHGLFDWH HQRXJK HIIRUW WR KDQGOLQJ WKH
TXHVWLRQDWDOOZKLFKZDVWDNHQE\2WWDZDZLWKJUHDWUHJUHW
 02/ ;,;-M/HQJ\HORUV]iJG $PEDVVDGRU -iQRV .DWRQD¶V VWULFWO\
FRQILGHQWLDO UHSRUW IURP:DUVDZ$G532/,,3ROHQ:LWK VRPHGHOD\
$XVWULDQ$PEDVVDGRU9HURVWD DOVR JDYH D VXPPDU\ RI WKHVH 6RYLHW3ROLVK QHJRWLDWLRQV LQ KLV
UHSRUWZULWWHQRQWK0DUFKFRQILGHQWLDOLW\XQNQRZQ+HUHJDUGV LWDVD3ROLVKVXFFHVV
WKDW WKH\ FRXOG WHPSRUDULO\ SUHYHQW VRYLHW QXFOHDUZHDSRQV IURPEHLQJ LQVWDOOHG LQ3RODQG E\
KDYLQJWKH5DSDFNL3ODQPDGHSXEOLF1HYHUWKHOHVVWKH\KDGWRFOHDUHYHU\WKLQJZLWK0RVFRZ
IURPWKHQRQ


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

YDULRXVVFKHPHVQHYHUERUHIUXLW ,QDQ\HYHQW5DSDFNLVRRQIRXQGWKDW WKH
ÄPXWXDO DJUHHPHQW´ RI WKH:DUVDZ3DFW¶VPHPEHU VWDWHV KDG OHIW KLV KDQGV
WLHGLQSKUDVLQJWKHVHFRQGYHUVLRQRIWKH3ODQ
$W WKH VDPH WLPH LQ DQ LQWHUHVWLQJ GHYHORSPHQW.KUXVKFKHYPDGH D
VOLJKWO\ VXUSULVLQJ VWDWHPHQW RQ -DQXDU\ VW  FODPLQJ WKDW WKH
5DSDFNL 3ODQ LV RQO\ WKH ILUVW VWHS $IWHU LWV VXFFHVVIXO H[HFXWLRQ
DVVXPLQJ WKDW PXWXDO FRQWURO ZDV VXFFHVVIXOO\ LPSOHPHQWHG LW FRXOG EH
IROORZHG E\ WKH QH[W VWHSV RI GLVDUPDPHQW LQFOXGLQJ WKH PXWXDO
ZLWKGUDZDO RI IRUHLJQPLOLWDU\ IRUFHV VWDWLRQHGRQ WKH LQYDGHG WHUULWRULHV
RI WKH WLPH 3DUDGR[LFDOO\ HYHQ WKRXJKZH FDQ DVVXPH WKDW.KUXVKFKHY
GLG QRW WUXO\PHDQ LW LWZDVKLV RSLQLRQDQG.HQQDQ¶V UDGLR VSHHFKHV LQ
/RQGRQ WKDW LQIOXHQFHG :HVWHUQ DQDO\VWV WKH PRVW UHJDUGLQJ WKH
SRVVLELOLWLHVKLGGHQLQWKH5DSDFNL3ODQ
7KH 3ROLVK 0LQLVWU\ RI )RUHLJQ $IIDLUV JDYH WKH VHFRQG YHUVLRQ ±
DWWDFKHG LQ $SSHQGL[ ,, ± WR WKH GLSORPDWLF UHSUHVHQWDWLYHV RI WKRVH
FRXQWULHVFRQQHFWHGZLWKLWRQWK)HEUXDU\7KLVYHUVLRQZDVPDGH
SXEOLFRQUDGLRRQWKHWKRI)HEUXDU\%HVLGHVNHHSLQJWKHFRQWHQWRIWKH
ILUVW YHUVLRQ WKLV YHUVLRQ ZDV PXFK PRUH HODERUDWH ,W VSHFLILHG WKDW LW
ZRXOGEHSURKLELWHGIRUWKHVWDWHVLQFOXGHGLQWKH]RQHWRSURGXFHSRVVHVV
RUXVHQXFOHDUZHDSRQVIRUWKHLURZQSXUSRVHVRUWRVWDWLRQWKHVHRQWKHLU
WHUULWRULHV 0RUHRYHU WKH JUHDW SRZHUV RI WKH ZRUOG ZRXOG DFFHSW WKH
REOLJDWLRQ QRW WR VWDWLRQ HLWKHU QXFOHDU ZHDSRQV RU WKHLU IDFLOLWLHV DQG
GHOLYHU\ YHKLFOHV LQ WKHVH ]RQHV DQG WKDW WKH\ ZRXOG QRW VXSSO\ DQ\
RUJDQL]DWLRQRIWKHGHQXFOHDUL]HGVWDWHVZLWKVXFKGHYLFHV$VFDQEHUHDG
LQ WKH$SSHQGL[ WKH0HPRUDQGXPKDG DOUHDG\ GHDOWZLWK WKH TXHVWLRQ RI
FRQWURO VXJJHVWLQJ WKH HVWDEOLVKPHQW RI VSHFLDO FRQWURO ERGLHV 7KHVH
ZRXOGKDYHRIIHUHGSRVWVIRUQRWRQO\WKHUHSUHVHQWDWLYHVRIWKHWZRPLOLWDU\
DOOLDQFHV EXW DOVR IRU WKH UHSUHVHQWDWLYHV RI VWDWHV QRW FRQFHUQHG DV
LQGHSHQGHQW REVHUYHUV1RW UHFRJQL]LQJ HDFK RWKHU WKH)5*DQG WKH*'5
ZRXOGQRWVLJQDQLQWHUQDWLRQDODJUHHPHQWZLWKHDFKRWKHU+HQFHLQRUGHU
WRPDNHLWHDVLHUIRUWKHWZR*HUPDQVWDWHVWRSDUWLFLSDWHWKHGHQXFOHDUL]HG
]RQHZRXOGKDYHEHHQFUHDWHGQRWRQO\E\ LQWHUQDWLRQDODJUHHPHQWEXWE\
WKHVHSDUDWHGHFODUDWLRQVRIWKHLQGLYLGXDOVWDWHVDVZHOO

 7KH ODWWHU WZR 6RYLHW VXJJHVWLRQV ZHUH PDGH ZLWK WKH VROH SXUSRVH RI GLPLQLVKLQJ WKH
5DSDFNL3ODQ¶VVLJQLILFDQFH$FFRUGLQJWRRWKHUMXGJHPHQWVWKHVHWZRSODQVZHUHRQO\PHVVDJHV
DGGUHVVHGWRWKHVWDWHVFRQFHUQHGDQGWRLQWHUQDWLRQDOSXEOLF
 02/ ;,;-M/HQJ\HORUV]iJW $PEDVVDGRU -iQRV .DWRQD¶V VWULFWO\
FRQILGHQWLDO UHSRUW IURP :DUVDZ GDWHG )HEUXDU\ WK  $FFRUGLQJ WR WKH GRFXPHQW WKH
+XQJDULDQ DPEDVVDGRU UHFHLYHG WKH PHPRUDQGXP WRJHWKHU ZLWK WKH $OEDQLDQ %XOJDULDQ DQG
5RPDQLDQ$PEDVVDGRUVZKLFKZDVODWHUDOVRUHFHLYHGE\WKH6RYLHW$PHULFDQ)UHQFK(DVWHUQ
*HUPDQ&]HFKRVORYDNLDQ'DQLVK&DQDGLDQDQG%HOJLDQDPEDVVDGRUV
7KLVSKUDVLQJUHDSSHDUVLQWKH1RQ3UROLIHUDWLRQ7UHDW\VLJQHGRQVW-XO\
.h17=(/0DWWKLDV%RQQXQGGLH%RPEH'HXWVFKH$WRPZDIIHQSROLWLNYRQ$GHQDXHUELV
%UDQGW&DPSXV)UDQNIXUWDP0DLQ1HZ<RUN


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW



7KH5HFHSWLRQRIWKH6HFRQG9HUVLRQ

,Q WKH IROORZLQJ ZHHNV DIWHU WKH GRFXPHQW KDG EHHQ PDGH SXEOLF WKH
5DSDFNL3ODQFDPHWR WKHIRUHIURQWRI WKHLQWHUQDWLRQDOGLSORPDF\¶VDWWHQWLRQ
7KH DUFKLYDO VRXUFHV RI 9LHQQD DQG %XGDSHVW DOVR VKRZ WKDW QHDUO\ HYHU\
FDSLWDO FLW\ ZDV HQJDJHG LQ WKH PDWWHU 7KH 6RYLHW JRYHUQPHQW PDGH D
VWDWHPHQWRQ)HEUXDU\WKGHFODULQJWKHLUVXSSRUWRIWKH5DSDFNL3ODQ7KH
*'5GLGWKHVDPHRQWK)HEUXDU\ODWHUIROORZHGE\WKHPHPEHUVRIWKH
:DUVDZ 3DFW $IWHU VRPH QHJRWLDWLRQ KRZHYHU WKH JRYHUQPHQWV RI 1$72
PHPEHUV RQH DIWHU WKHRWKHU UHIXVHG WKH FUHDWLRQRI WKHGHQXFOHDUL]HG]RQH
7KHLU PRVW LPSRUWDQW TXDOP ZDV WKDW LWV FUHDWLRQ ZRXOG UHVXOW LQ D
GLVSURSRUWLRQDWHDGYDQWDJHIRUWKH:DUVDZ3DFWVLQFH:HVWHUQ(XURSHZRXOG
EHFRPH GHIHQFHOHVV DJDLQVW WKH 8665 ZLWK LWV VXSHULRULW\ LQ WUDGLWLRQDO
DUPDPHQW,WDO\DOVRREMHFWHGRQWKHJURXQGVWKDWWKHVWDWHVRIWKH]RQHZRXOG
EHGHIHQFHOHVVDJDLQVW DQXFOHDUDWWDFNKDYLQJQRWKLQJZLWKZKLFK WRGHIHQG
WKHPVHOYHV7KH86$ZDVSULPDULO\FRQFHUQHGZLWKWKHLVVXHRIFRQWURODQG
LQOLJKWRIUHFHQWGHYHORSPHQWVLQURFNHWWHFKQRORJ\GLGQRWVHHDQ\UHDVRQIRU
VXFK D GHQXFOHDUL]HG ]RQH &DQDGD RQ WKH RWKHU KDQG ORRNHG IRU D
FRPSURPLVH$FFRUGLQJ WR WKHLU VXJJHVWLRQ WKH SUHSDUDWLRQ DQG VWDWLRQLQJ RI
VKRUWUDQJH DLUWRDLU PLVVLOHV ZRXOG EH SURKLELWHG LQ WKH ]RQH EXW WDFWLFDO
ZHDSRQVFRXOGUHPDLQWKHUH7KHLGHDDOVRDURVHWKDWLQWKH]RQHSURSRVHGE\
WKH3ROLVKRQO\WKHJUHDWSRZHUVZRXOGEHDOORZHGWRVWDWLRQQXFOHDUZHDSRQV
DQG WKH VPDOOHU VWDWHVZRXOG QRW$SSDUHQWO\ KRZHYHU WKHVH LGHDV UHPDLQHG
MXVW WKDW ± LGHDV ± DQG ILQDOO\ WKLV SODQ ZDV UHMHFWHG E\ &DQDGD WRR 7KH
LQLWLDWLYHZDVUHMHFWHGE\WKH)5*DVZHOO$GHQDXHUZDVDIUDLGWKDWDIWHUWKH
FUHDWLRQRIWKHGHQXFOHDUL]HG]RQHWKH$PHULFDQVZRXOGZLWKGUDZQRWRQO\WKH
QXFOHDUZHDSRQVVWDWLRQHGLQWKHZHVWHUQ*HUPDQDUHDVEXWDOVR WKHLU WURRSV
KDYLQJ EHHQ GHSULYHG RI WKHLU PRVW PRGHUQ ZHDSRQV 7KLV ZRXOG PDNH WKH
)5* GHIHQFHOHVV DJDLQVW 0RVFRZ LQ WKH HYHQW RI WKH *'5¶V UHDUPDPHQW

$G532/,,3ROHQ$GRFXPHQWZLWKRXWDUHJLVWUDWLRQQXPEHUGDWHRUVLJQDWXUH
$G532/,,3ROHQ/|ZHQWKDOWKH$XVWULDQ$PEDVVDGRULQ5RPHLQ
KLV EXOOHWLQ GDWHG  )HEUXDU\ WK  UHSRUWV WKH VWDWHPHQW RI ,WDO\ LQ FRQQHFWLRQ ZLWK WKH
5DSDFNL3ODQ
$G532/,,3ROHQ ,QKLVEXOOHWLQZULWWHQRQ)HEUXDU\WK
WKH$XVWULDQ$PEDVVDGRULQ:DVKLQJWRQUHSRUWHGLQGHWDLOWKH6WDWH'HSDUWPHQW¶VREVHUYDWLRQV
DQGKHIRXQGWKDWWKH3ROLVKVXJJHVWLRQZDVGHDOWZLWKVHULRXVO\LQ:DVKLQJWRQEXWZDVVXUHWKDW
LWZRXOGEHUHMHFWHG$G532/,,3ROHQ$WWDFKLQJWKHUHMHFWLQJ$PHULFDQ
EXOOHWLQ$XVWULDQ$PEDVVDGRU9HURVWDLQ:DUVDZVSRNHRILWLQKLVUHSRUWGDWHG0D\WK
QRQFRQILGHQWLDO
 $G5  32/,, 8G665  :DOGKHLP WKH $XVWULDQ $PEDVVDGRU LQ
2WWDZDZURWHDERXW WKH LGHDVRI WKH&DQDGLDQJRYHUQPHQW LQKLVFRQILGHQWLDO OHWWHUZULWWHQRQ
0DUFKWK
$GHQDXHUZRXOGQRWHYHQDFFHSWPRGHUDWLRQDVWKHSUHVWLJHDQGLQIOXHQFHRIWKH)5*KDG
EHHQJURZLQJ LQ WKHZHVWHUQZRUOG VLQFH WKH VLJQLQJRI WKH3DULVDJUHHPHQWV DQGZRXOGKDYH


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

&RQVHTXHQWO\LQ$GHQDXHU¶VH\HVWKHSXUSRVHRIWKHZKROH3ROLVKLGHDZDVWR
SUHYHQW WKH *HUPDQ UHDUPDPHQW DQG WR IRUFH WKH ZLWKGUDZDO RI $PHULFDQ
WURRSVIURP(XURSH7KXVWKHLGHDZDVGLIIHUHQWRQO\LQIRUPIURPWKH6RYLHW
VXJJHVWLRQVRISUHFHGLQJ\HDUV$FFRUGLQJO\ LWZDVQRWFRLQFLGHQFHWKDWWKH
SDUOLDPHQW RI WKH )5* WRJHWKHU ZLWK WKH UHMHFWLRQ DFFHSWHG D VWDWHPHQW RQ
0DUFK WK ZKLFK PDGH LW SRVVLEOH WR VXSSO\ WKH %XQGHVZHKU ZLWK QXFOHDU
ZHDSRQVDQGZKLFK:DUVDZKDGZDQWHG WRSUHYHQW1HYHUWKHOHVVEHFDXVHRI
VRFLDO UHVLVWDQFH LW ZDV PXFK PRUH GLIILFXOW IRU $GHQDXHU WR H[HFXWH WKH
GHFLVLRQXQGHUWKHVHFLUFXPVWDQFHV,QDQDWWHPSWWROHVVHQGLVVHQWDQGVWRSWKH
5DSDFNL 3ODQ IURP EHFRPLQJ DQ\ PRUH SURPLQHQW LQ SXEOLF GLVFXVVLRQ WKH
:HVW*HUPDQJRYHUQPHQW FDPH IRUZDUGZLWK WKHLU RZQSURSRVDOZULWWHQ E\
)UDQ]-RVHSK6WUDXVV WKH0LQLVWHURI'HIHQFH UHIHUUHG WR FROORTXLDOO\ DV WKH
6WUDXVV SODQ 7KH PDLQ SRLQW RI WKLV ZDV WKDW WKH )5* ZRXOG DFFHSW WKH
GHQXFOHDUL]HG]RQH¶VFUHDWLRQLIDOOPHPEHUVWDWHVRIWKH:DUVDZ3DFWWRRNSDUW
LQLWH[FHSWIRUWKH6RYLHW8QLRQ7KHRWKHULPSRUWDQWVWLSXODWLRQZDVWKDWWKH
QXPEHU DQG WKH VWUHQJWK RI 6RYLHW WURRSV VWDWLRQHG RQ WKH WHUULWRULHV RI WKH
PHPEHU VWDWHV ZRXOG EH HTXDO WR WKDW RI WKH IRUHLJQ WURRSV VWDWLRQHG LQ WKH
)5* 7KLV *HUPDQ VXJJHVWLRQ ZDV REYLRXVO\ XQDFFHSWDEOH IRU 0RVFRZ
EHFDXVHLWZRXOGKDYHUHVXOWHGLQDPLOLWDU\DGYDQWDJHIRU1$72
,WLVDOVRZRUWKQRWLQJWKDWWKH:HVWHUQSUHVVDQGWKH(XURSHDQOHIWLVWSDUWLHV
LQ JHQHUDO± LQFOXGLQJ WKH*HUPDQ63' WKH%ULWLVK/DERXU SDUW\ DQG ,WDOLDQ
VRFLDOLVWV DQG FRPPXQLVWV ± VXSSRUWHG WKH 5DSDFNL 3ODQ MXVW DV WKH\ KDG
VXSSRUWHGWKH6RYLHWLGHDRIGLVDUPDPHQWDQGSHDFHIXOFRH[LVWHQFH,WVHHPHG
WR0RVFRZDQG:DUVDZWKDWWKHTXHVWLRQRIWKHGLVDUPDPHQWKDGEHFRPHPRUH
DQGPRUHSRSXODULQWKH:HVWHUQSXEOLFDQGLQRUGHU WR WDNHDGYDQWDJH WKH\
WULHGWRNHHSLWRQWKHDJHQGDE\DOOPHDQV2Q0D\WKWKH8665XUJHG
WKHFDOOLQJWRJHWKHURIDVXPPLWPHHWLQJIRUWKHXPSWHHQWKWLPHZLWKRQHRILWV

EHHQEURXJKWWRDQHQGE\VXFKDSROLF\,WZDVDOVRWKHRSSRVLWLRQRIWKHVXSHUSRZHUVWKDWPDGH
LWSRVVLEOHIRUWKH)5*\HDUVDIWHUWKH6HFRQG:RUOG:DUWRJDLQDFFHVVWRQXFOHDUZHDSRQV
HYHQLIRQO\WKURXJK1$72¶VFRPPDQG
 1,'(5%(5*(5 -XGLWK Ä0DNLQJ WKH 'LIIHUHQFH %HWZHHQ 0XWXDO 'HVWUXFWLRQ DQG
6XUYLYDO´ $PHULNDQLVFKH 5VWXQJVNRQWUROOSROLWLN XQWHU 'ZLJKW ' (LVHQKRZHU ±
=UFKHU %HLWUlJH ,1 =UFKHU %HLWUlJH ]XU 6LFKHUKHLWVSROLWLN XQG .RQIOLNWIRUVFKXQJ 1U 
(GLWHGE\.XUW563,//0$11DQG$QGUHDV:(1*(5)RUVFKXQJVVWHOOHIU6LFKHUKHLWVSROLWLN
XQG.RQIOLNWDQDO\VHGHU(7+=ULFK
 $G5  32/,, 3ROHQ  ,Q KLV VWULFWO\ FRQILGHQWLDO UHSRUW $XVWULDQ
$PEDVVDGRU5RWWHU LQ%RQQZURWHDERXW%RQQ¶VDQVZHURQ 0DUFKUG$V WKHUHZDVQR
GLSORPDWLFUHODWLRQVKLSEHWZHHQWKH)5*DQG3RODQGWKHUHSRUWZDVVHQWWR:DUVDZYLD6ZHGHQ
)ROORZLQJVXLW3RODQGDOVRVHQWWKHWH[WRIWKH3ROLVKPHPRUDQGXPWR%RQQWKURXJK6WRFNKROP
7KH*HUPDQDQVZHUZKRVHWH[WZDVQRWPDGHSXEOLFGLGQRWDGGUHVVWRWKH3ROLVKVXJJHVWLRQRI
ELODWHUDOQHJRWLDWLRQV$W WKH VDPH WLPH LW DGPLWWHG WKDW WKH5DSDFNL3ODQRIIHUVD VROXWLRQ IRU
VRPHRIWKHUHJLRQDOSUREOHPV%RQQGHFODUHGLQWKLVDQVZHUWKDWWKHDFFHSWDQFHRIWKHQXFOHDU
IUHH]RQHSODQLVJHDUHGWRWKHVROXWLRQRIWKH*HUPDQTXHVWLRQDQGDVNHGWKH3ROLVKJRYHUQPHQW
WRSOHDGWKHPDWWHURI*HUPDQUHXQLRQZLWK0RVFRZ
02/;,;-M/HQJ\HORUV]iJW

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LWHPVRQWKHDJHQGDEHLQJWKH5DSDFNL3ODQ3RODQGDOVRGLGLWVEHVWWREUHDWKH
OLIHEDFNLQWRWKH3ODQDIWHULWVUHMHFWLRQ7KURXJKRXWWKHZKROH\HDU5DSDFNL
QHJRWLDWHG WUDYHOOHG PDGH VWDWHPHQWV DQG WULHG WR PDNH DOO WKH GLSORPDWLF
FRUSV EXW SULPDULO\ WKH SXEOLF EHOLHYH WKDW WKH UHDOL]DWLRQ RI WKH SODQ ZDV
SRVVLEOH2QH SDUW RI WKLV LPSRUWDQW SURFHVVZDV WKDW RQ$SULO WK  WKH
3ROLVK&]HFKRVORYDNLDQDQGWKH(DVW*HUPDQ)RUHLJQ0LQLVWHUVDGGUHVVHGWKH
DUULYLQJDQVZHUVLQ3UDJXHDQGVSRNHXSIRUWKHLGHDLQDXQLILHGVWDWHPHQW
6XEVHTXHQWO\ EHWZHHQ 0D\ QG DQG WK WRSOHYHO &]HFKRVORYDNLDQ3ROLVK
QHJRWLDWLRQV ZHUH KHOG 2Q 1RYHPEHU WK  5DSDFNL KHOG D SUHVV
FRQIHUHQFH WR NHHS WKH SODQ RQ WKH DJHQGD UHLQIRUFLQJ RIILFLDOO\ WKDW WKH
H[HFXWLRQ RI KLV SODQZRXOG EH WKH ILUVW VWHS RI GLVDUPDPHQW7KLVZRXOG EH
IROORZHG E\ WKH UHGXFWLRQ RI WUDGLWLRQDO ZHDSRQV LQ &HQWUDO (XURSH DQG DOO
DURXQG WKH ZRUOG ,Q WKLV KH LGHQWLILHG KLPVHOI ZLWK WKH VRYLHW VWDQGSRLQW
ZLVKLQJWRQHJRWLDWHIRUWKHUHGXFWLRQRIFRQYHQWLRQDOZHDSRQVDOWKRXJKWKHUH
ZDVQRWDQ\FKDQFHIRULWVDFFHSWDQFH7KHOHIWLVWSUHVVFHOHEUDWHG5DSDFNLDV
WKHYDQJXDUGRIGLVDUPDPHQWDQGZRUOGSHDFHWRQRHIIHFW%RQQIROORZHGE\
WKHRWKHUPHPEHU VWDWHVRI1$72 UHMHFWHG WKHSODQ%HLQJD UHDOLVW5DSDFNL
KDGWRKDYHNQRZQE\WKHHQGRIWKDWWKHVHFRQGYHUVLRQRIWKHSODQDQG
LWVPRGLILHGYDULDQWRI1RYHPEHUZRXOGIDOOGHVSLWHKLVDWWHPSWV

7KH7KLUG9HUVLRQDQGLWV$QWHFHGHQWV

7KHIDFWWKDWDIWHULWVVHFRQGIDLOXUHWKH5DSDFNL3ODQGLGQRWHQGXSLQWKH
ZRUOG RI WKH OLEUDULHV DQG DUFKLYHV IRU JRRG ZDV SULPDULO\ WKDQNV WR WKH
0LQLVWHU RI )RUHLJQ $IIDLUV KDYLQJ GRQH KLV EHVW WRPDNH LW SRSXODU ,Q WKH
IROORZLQJ\HDUVWKHSODQEHFDPHDWWDFKHGWRKLVSHUVRQDOLW\DVLWZHUH,WDOVR
KHOSHG WKDW WKRVH FLUFXPVWDQFHVZKLFK KDG JLYHQ ULVH DQGPRPHQWXP WR WKH
SODQGLGQRWIXQGDPHQWDOO\FKDQJHLQWKHIROORZLQJ\HDUVHLWKHU7KH*HUPDQ
TXHVWLRQ LQ SDUWLFXODU UHPDLQHG XQVROYHG LQ WKH SROLWLFDO VWRUPV RI WKH QH[W
IHZ\HDUV$QGVRLWZDVRQHRIWKHPRVWLPSRUWDQWTXHVWLRQVLQFRQWHPSRUDU\
LQWHUQDWLRQDOSROLWLFVWKDWZDVUDLVHGE\WKH6RYLHW8QLRQLQDQGZRXOGEH
NHSWRQWKHDJHQGDIRUDORQJWLPH7KH6RYLHWLGHDRID*HUPDQSHDFHWUHDW\
FDXVHGDODUPQRWRQO\LQ:DUVDZEXWDOVRLQWKHFLUFOHRIWKH*'5OHDGHUVDV
ERWKJRYHUQPHQWVZHUH DIUDLGRI WKHSRVVLELOLW\ WKDW0RVFRZZRXOGVDFULILFH
WKHP RQ WKH DOWDU RI D QHXWUDO DQG XQLILHG *HUPDQ\ $IWHU D SURPLVFXRXV

$G532/,,3ROHQ7KH$XVWULDQ$PEDVVDGRU LQ:DUVDZ9HURVWD LQKLV UHSRUW
GDWHG $SULO WK  QRQFRQILGHQWLDO ZURWH DERXW WKH QHJRWLDWLRQV RI WKH WKUHH FRXQWULHV
VXSSRUWLQJWKH5DSDFNL3ODQDQGWKHLUFRPPXQLTXp
$G532/,,7VFKHFKRVORZDNHL:ULWWHQRQ0D\WKQRQFRQILGHQWLDOWKH
UHSRUW RI WKH $XVWULDQ HPEDVV\ LQ 3UDJXH LV DERXW WKH YLVLW RI WKH 3ROLVK JRYHUQPHQW¶V
GHOHJDWLRQWR3UDJXH
7KLVIRUPRIH[SDQVLRQRIWKH5DSDFNL3ODQLVUHJDUGHGDVWKHWKLUGYHUVLRQRIWKHSODQE\
FHUWDLQ GLSORPDWLF VRXUFHV EXW WKDW GRHV QRW PHHW WKH IDFWV 7KH PRGLILFDWLRQ KDSSHQHG RQO\
RUDOO\DQGFDQUDWKHUEHVHHQDVDVWDWHPHQWVXSSRUWLQJWKHHDUOLHULGHD


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
6RYLHW:HVWHUQDJUHHPHQWWKH*'5SURYLQFHVZRXOGEHDQQH[HGE\WKH)5*
DQG 3RODQG ZRXOG EH REOLJHG WR JLYH XS VRPH SDUWV RI WKH HDVWHUQ *HUPDQ
WHUULWRULHV REWDLQHG LQ  $V KDV DOUHDG\ EHHQ PHQWLRQHG WKH SULPDU\
SXUSRVHRI WKH5DSDFNL3ODQ IRU:DUVDZKDGEHHQ WRNHHSRII WKHHVVHQWLDOO\
WHUULWRULDOWKUHDWRIWKH)5*7KXVDVORQJDVWKHWKUHDWUHPDLQHGWKHSODQGLG
H[LVW DQG ZDV RI JUHDW LPSRUWDQFH IRU 5DSDFNL DQG WKH 3ROLVK 6WDWH 0DQ\
GRFXPHQWVSURYHWKDWWKH\WKRXJKWDERXWWKHTXHVWLRQLQWKLVZD\LQFOXGLQJWKH
3ROLVKUHSRUWRI-XO\WK5DSDFNL¶VQHJRWLDWLRQV LQ$XVWULD LQ
DQGKLVDQQRXQFHPHQWPDGHGXULQJKLVYLVLWWR5RPH
&RQVHTXHQWO\WKH3ROLVKGLSORPDF\QHHGHGRQO\ZDLWIRUWKHFKDQFHWRGXVW
WKH SODQ RII 2I FRXUVH WKLV ZRXOG RQO\ EH SRVVLEOH LQ D SHULRG RI SROLWLFDO
FDOP VLQFH WKHUHZDV HYHQ OHVV FKDQFH RI WKH SODQ¶V VXFFHVV QRZ WKDQ WKHUH
HYHUKDGEHHQ7KHUHIRUHXQWLO WKH6RYLHW8QLRQ IRUFHG WKHVHWWOHPHQWRI WKH
GLVSXWHVDERXWWKH*HUPDQSHDFHFRQWUDFWRUWKH%HUOLQLVVXHWKHUHDOL]DWLRQRI
WKH5DSDFNL3ODQZDVQRWDUHDOLVWLFJRDO%XWDVVRRQDVWKH*HUPDQTXHVWLRQ
KDGUHDFKHGDWHPSRUDU\VWDWHRIFDOPIROORZLQJWKHFRQVWUXFWLRQRIWKH%HUOLQ
:DOO LWFRXOGEHQHJRWLDWHGDJDLQ7KHTXHVWLRQZDVEURXJKWRXWDJDLQDW WKH
EHJLQQLQJRIDXWXPQE\QRQHRWKHU WKDQ WKHYHU\:HVWHUQSRZHUVZKR
KDG UHMHFWHG LW DV DQ DOWHUQDWLYH WR WKH *HUPDQ SHDFH WUHDW\ $OWKRXJK
:DUVDZUHMHFWHGWKLVDVVRFLDWLRQLQKLVVSHHFKPDGHDWWKHJHQHUDODVVHPEO\RI

 02/ ;,;-M/HQJ\HORUV]iJW 7KH +XQJDULDQ $PEDVVDGRU LQ
:DUVDZZURWHD UHSRUWRQ-XO\WKDERXW WKHEXOOHWLQRI WKH3ROLVKJRYHUQPHQWPDGH
SXEOLFRQWKHSUHYLRXVGD\FDOOLQJWKHDWWHQWLRQRIDOO1$72PHPEHUVWDWHVWRWKHGDQJHURI
UHVXUJHQWQDWLRQDOLVPDQG UHSHUFXVVLRQV LQ WKH UHPLOLWDUL]LQJ)5*7KH3ROLVKPHPRUDQGXP
HPSKDVL]HGWKDW%RQQGRHVQRWUHFRJQL]HWKH2GHU1HLVVHERUGHUZKLFKFUHDWHVWKHGDQJHURI
ZDUIRU(XURSH5DSDFNL0LQLVWHURI)RUHLJQ$IIDLUVIUHTXHQWO\UHWXUQVWRWKLVTXHVWLRQRQKLV
SHUVRQDO MRXUQH\V IRU H[DPSOH RQKLV MRXUQH\ WR'HQPDUN02/;,;-M/HQJ\HORUV]iJ
W7KH WRS VHFUHW UHSRUW RI WKH+XQJDULDQ DPEDVVDGRU LQ:DUVDZZULWWHQ RQ
-XQHWK
 02/ ;,;-M/HQJ\HORUV]iJW 7KH +XQJDULDQ $PEDVVDGRU 'H]VĘ
6]LOiJ\L¶VWRSVHFUHWUHSRUWGDWHG0DUFKWKVXPPDUL]HV5DSDFNL¶VDQQRXQFHPHQWZKLFK
ZDVPDGHLQIURQWRIWKH6RYLHWWKH&]HFKRVORYDNLDQDQGWKH+XQJDULDQDPEDVVDGRUVFRQFHUQLQJ
KLV YLVLW DQG QHJRWLDWLRQV LQ9LHQQD 5DSDFNL EURXJKW RQ WKH TXHVWLRQ RI KLV SODQ ZKLFK WKH
$XVWULDQPLQLVWHURIIRUHLJQDIIDLUV.UHLVN\ZDVUHDG\WRVXSSRUWDFFRUGLQJWRKLVLPSUHVVLRQV
02/;,;-M/HQJ\HORUV]iJW7KH5RPDQ$PEDVVDGRU*\XOD6LPy
LQKLV WRSVHFUHW UHSRUWZULWWHQRQ2FWREHUWKZURWHDERXW5DSDFNL¶VXQRIILFLDOYLVLW WR
5RPH+HUH5DSDFNLJDYHDUHYLHZRIKLVYLVLWWR:DVKLQJWRQIRUWKHDPEDVVDGRUVRIWKHDOOLHG
FRXQWULHV$QVZHULQJDTXHVWLRQKHH[SODLQHG WKDW WKHSRZHU UHODWLRQVKDGVKLIWHG WRZDUGV WKH
VRFLDOLVW ZLQJ VLQFH  &RQVHTXHQWO\ WKH UHDOL]DWLRQ RI WKH 5DSDFNL 3ODQ ZDV QR ORQJHU
HQRXJKDLPLQLWVHOIEXWRQO\DPHDQVLQWKHLQWHUHVWRIWKHJUHDWHUJRDOV1DWXUDOO\KHPHDQWE\
WKLVWKHVROYLQJWKH*HUPDQTXHVWLRQLQDFFRUGDQFHZLWK3ROLVKLQWHUHVWVDQGRIFRXUVHJHQHUDO
GLVDUPDPHQW
 02/ ;,;-M/QJ\HORUV]iJW 7KH +XQJDULDQ $PEDVVDGRU 'H]VĘ
6]LOiJ\L¶V WRS VHFUHW UHSRUW ZULWWHQ RQ 6HSWHPEHU UG  HPSKDVL]HV WKDW FHUWDLQ ZHVWHUQ
SROLWLFLDQVKDGEHJXQWRPHQWLRQWKH5DSDFNL3ODQIDUPRUHRIWHQ,WVHHPHGWKDWWKH\VXSSRUWHG
LW DV WKHDOWHUQDWLYH WR WKH*HUPDQSHDFHVROXWLRQDSSHDULQJ LQ WKH6RYLHW VXJJHVWLRQVEXW WKLV
YLHZZDVQRWVKDUHGE\:DUVDZRU0RVFRZ


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

WKH 8QLWHG 1DWLRQV 5DSDFNL DQQRXQFHG WKDW 3RODQG ZRXOG WDNH WKH OHDG LQ
HVWDEOLVKLQJDGHQXFOHDUL]HG]RQH5DSDFNLDOVRKDGDPHHWLQJZLWK'HDQ5XVN
WKH6WDWH'HSDUWPHQW¶VXQGHUVHFUHWDU\RI)RUHLJQ$IIDLUVZKRH[SODLQHGWKDW
WKH3ROLVKVXJJHVWLRQKDGEHHQUHMHFWHGE\WKHIRUPHU$PHULFDQDGPLQLVWUDWLRQ
EXW ZRXOG EH UHFRQVLGHUHG 7KHUH ZDV D WRS OHYHO 3ROLVK&]HFKRVORYDNLDQ
PHHWLQJ DVZHOOZLWK WKH UHYLYDO RI WKH5DSDFNL3ODQ EHLQJ RQHRI WKHPDLQ
LVVXHVRQLWVDJHQGD
,WLVLPSRUWDQWWRVWDWHLQFRQQHFWLRQZLWKWKH3ROLVKZDLWLQJSHULRGWKDWLQ
VSLWH RI WKH SUHYLRXV IDLOXUH WKH IXUWKHU IORDWDWLRQ RI WKH SODQPHDQW VHULRXV
SRVVLELOLWLHV IRU JURZWK LQ SUHVWLJHPRVWO\ IRU WKRVH UG ZRUOG FRXQWULHV QRW
FRQFHUQHG )XUWKHUPRUH WKH 3ROLVK LQLWLDWLRQ LQVSLUHG IXUWKHU VXJJHVWLRQV
VXFK DV WKH )UHQFK H[3ULPH 0LQLVWHU 3LHUUH 0HQGHV)UDQFH¶V SODQ PDGH
SXEOLFRQ$SULOUG6LPLODUWRWKH(GHQSODQLWVSXUSRVHZDVWRVHSDUDWH
WKHWZREORFV<HWDVLWGLGQRWFRQWDLQDQ\WKLQJQRYHOFRPSDUHGWRSUHYLRXV
VLPLODULGHDVWKHPDWWHUZDVVRRQGURSSHG
$IWHU WKHVH LQLWLDO GHYHORSPHQWV RQ0DUFKWK  WKH WKLUGYHUVLRQRI
WKH 5DSDFNL 3ODQ ZDV GHOLQHDWHG E\ WKH GHOHJDWHV RI WKH 3ROLVK 3HRSOH¶V
5HSXEOLF GXULQJ WKH&RQIHUHQFH RQ'LVDUPDPHQW LQ*HQHYD 7KH FKRLFH RI

 02/ ;,;-M/HQJ\HORUV]iJW 7KH +XQJDULDQ $PEDVVDGRU 'H]VĘ
6]LOiJ\L¶V WRS VHFUHW UHSRUW ZULWWHQ RQ 2FWREHU WK  )RU WKH 3ROLVK LW ZDV SRWHQWLDOO\
DGYDQWDJHRXVWREULQJXSWKHVXEMHFWLQWKHDXWXPQRIEHFDXVHDIWHUWKHHOHFWLRQVWKLVZDV
WKHVRRQHVWWKDWWKH.HQQHG\DGPLQLVWUDWLRQFRXOGSURSHUO\GHDOZLWKWKHLVVXH
$G532/,,3ROHQ,QKLVUHSRUWZULWWHQRQ2FWREHUWK(QGHUO
WKH $XVWULDQ $PEDVVDGRU RI :DUVDZ VSRNH DERXW WKH UHFRQFLOLDWLRQ EHWZHHQ WKH 3ROLVK DQG
&]HFKRVORYDNLDQ JRYHUQPHQWV +H IRXQG LW OLNHO\ WKDW D IXUWKHU YHUVLRQ RI WKH 5DSDFNL 3ODQ
ZRXOGFRPHWROLJKW
02/;,;-M/HQJ\HORUV]iJW+DYLQJDUULYHGLQ%XGDSHVWRQ0D\WK
 WKH WRS VHFUHW UHSRUW RI -iQRV .DWRQD WKH $PEDVVDGRU UHSRUWHG RQ WKH ,QGRQHVLDQ
3UHVLGHQW 6XNDUQR¶V YLVLW LQ 3RODQG EHWZHHQ $SULO WK DQG 0D\ UG 6XNDUQR VXSSRUWHG WKH
5DSDFNL3ODQ LQKLVDQQRXQFHPHQW$V6XNDUQRZDVRQHRI WKHPRVW LPSRUWDQWSHUVRQDOLWLHVRI
WKHPRYHPHQWRIQRQDOLJQHGVWDWHVWKLVZDVDVLJQLILFDQWVXFFHVVIRUWKH3ROLVKGLSORPDF\
 02/ ;,;-M/HQJ\HORUV]iJ 'H]VĘ 6]LOiJ\L WKH +XQJDULDQ
$PEDVVDGRU¶V WRS VHFUHW UHSRUW IURP:DUVDZ GDWHG -XQH VW  DVVXPHV WKDW WKH 3ROLVK
UDLVHG WKH TXHVWLRQ EHFDXVH ZLWK WKHLU DSSDUHQWO\ LQGHSHQGHQW LQLWLDWLYH DQG DV WKH VHHPLQJ
YDQJXDUGRI GLVDUPDPHQW WKH\SRVVHVVHG WKH V\PSDWK\RI GR]HQV RI FRXQWULHV7KH ODWWHUZDV
YHU\ IDYRXUDEOH IRU WKH 3ROLVK LQ WKH IRUXPV RI WKH 8QLWHG 1DWLRQV DQG RWKHU LQWHUQDWLRQDO
RUJDQL]DWLRQV $ VXEVHTXHQW UHSRUW KDV PHQWLRQHG WKDW EHFDXVH RI 5DSDFNL¶V LQWHUQDWLRQDO
UHSXWDWLRQ DQG SRSXODULW\ LW KDG EHFRPH D SRVVLELOLW\ WKDW KH ZRXOG EH QRPLQDWHG WR EH WKH
3UHVLGHQW RI WKH 81¶V WK *HQHUDO $VVHPEO\ VHVVLRQ 8QIRUWXQDWHO\ IRU KLP KLV LOOQHVV
SUHYHQWHGWKLVIURPFRPLQJWRSDVV02/;,;-M/HQJ\HORUV]iJW7KHODWWHU
ZDVPHQWLRQHG E\ )HUHQF0DUWLQ+XQJDULDQ$PEDVVDGRU WR:DUVDZ LQ KLV WRS VHFUHW UHSRUW
GDWHG)HEUXDU\WK
7KHPDLQSRLQWRIWKHIRUPHU)UHQFK3ULPH0LQLVWHU¶VLGHDZDVWKDWDFRPSOHWHO\GLVDUPHG
]RQH DQG WZR OLJKWO\ DUPHG ]RQHVKDYH WREH FUHDWHGEHWZHHQ WKH WURRSVRI WKH WZRRSSRVLQJ
DOOLHV/$%225
 02/ ;,;-M86$W ,Q KLV VWULFWO\ FRQILGHQWLDO UHSRUW GDWHG
'HFHPEHU WK  7LERU =iGRU WKH $PEDVVDGRU¶V GHSXW\ LQ :DVKLQJWRQ PDGH DQ


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

WKH ORFDWLRQ ZDV DSSURSULDWH PDNLQJ LW SRVVLEOH WR SXW WKH TXHVWLRQ RQ WKH
LQWHUQDWLRQDO VWDJH LQ RQH VWHS DQG HOLPLQDWLQJ WKH QHHG WR LQLWLDWH ELODWHUDO
QHJRWLDWLRQV,QDGGLWLRQDOOWKHPHPEHUVRIWKHFRPPLWWHHUHVSRQVLEOHIRUWKH
GLVDUPDPHQW FRXOG EH DFTXDLQWHG ZLWK WKH VXJJHVWLRQ 7KH WLPLQJ FRXOG DV
OLNHO\ DV QRW KDYH EHHQ WKH FRQVHTXHQFH RI WKH WHPSRUDU\ WUDQTXLOOLW\ LQ WKH
DUHDRIWKH*HUPDQTXHVWLRQEHFDXVHWKLVDQGSDUWLFXODUO\WKHPDWWHURI%HUOLQ
KDG EHHQ XQGHU FRQVWDQW GLVFXVVLRQ VLQFH  7KLV ODWWHU IDFW KDGPDGH
DQ\ NLQG RI FRQVWUXFWLYH GLVFXVVLRQ RI WKH 3ROLVK VXJJHVWLRQ LPSRVVLEOH
1DWXUDOO\ WKHUHZDV QRW D ELJ FKDQFH IRU DJUHHPHQW GXULQJ  HLWKHU EXW
UDLVLQJ WKH TXHVWLRQ DJDLQ JDYH DQ RSSRUWXQLW\ WR GHHSHQ WKH FRQIOLFW RI
LQWHUHVWVFRQFHUQLQJWKHTXHVWLRQRIQXFOHDUZHDSRQVLQ1$72
7KHGRFXPHQWFDQEHUHJDUGHGDVDUHSKUDVHGDQGUHDUUDQJHGYDULDWLRQRQWKH
VHFRQG YHUVLRQ FRQWDLQLQJ WKH VXSSOHPHQWV DQQRXQFHG WR WKH SXEOLF LQ
1RYHPEHU  ±ZKLFK UHPDLQHG UHODWLYHO\ XQFKDQJHG DV IDU DV WKH VXEMHFW
PDWWHULVFRQFHUQHG2QWKHRWKHUKDQGLWLVZRUWKQRWLQJWKDWWKHSDUWLFLSDQWVDUH
UHIHUUHGWRLQWKHGRFXPHQWDVWKHµVLJQLQJVWDWHV¶WKDWLVWRVD\LQFRQWUDVWWRWKH
VHFRQG YHUVLRQ LW ZRXOG EH SRVVLEOH WR MRLQ WKH ]RQH PHUHO\ E\ VLJQLQJ DQ
LQWHUQDWLRQDO FRQWUDFW 7KLV RI FRXUVH ZRXOG KDYH PHDQW WKH )5* DQG *'5
QHJRWLDWLQJDWWKHVDPHWDEOHREYLRXVO\WKHUHZDVQRFKDQFHRIWKLVKDSSHQLQJD
VFDQWIHZPRQWKVDIWHUWKHFRQVWUXFWLRQRIWKH%HUOLQ:DOO$WWKHVDPHWLPHWKH
PRGLILFDWLRQLQGLFDWHGWKHGHHSHQLQJUHODWLRQVKLSEHWZHHQWKH*'5DQG3RODQG
$OWKRXJKWKHGLVDUPDPHQWFRPPLWWHHGLVFXVVHGWKHGRFXPHQWWKH\GLGQRW
GHDO ZLWK LW IDYRXUDEO\ DQG WKH LQIRUPDO UHDFWLRQV RI FHUWDLQ FRXQWULHV
GHSHQGHGPDLQO\RQWKHLUDOOLDQFHVDQGGLSORPDWLFFRQQHFWLRQV ,QFRQQHFWLRQ
ZLWK WKLVYHUVLRQ LWPDNHV WKHUHVHDUFKGLIILFXOW WKDWFHUWDLQFRXQWULHVGLGQRW
PDNH ZULWWHQ GLSORPDWLF UHSRUWV DV WKH\ KDG QRW UHFHLYHG WKH VXJJHVWLRQ
WKURXJK WKH GLSORPDWLF FRUSV %XWZH NQRZ IURP VHFRQGDU\ VRXUFHV WKDW WKH

DQQRXQFHPHQWFRQFHUQLQJWKHQHJRWLDWLRQVDERXWGLVDUPDPHQWZKLFKKDGEHHQXQGHUGLVFXVVLRQ
IRU \HDUV LQ*HQHYD ,QFRQWUDVW WR WKHSUHYLRXV URXWLQHDV IURPDIWHUKDYLQJGHFLGHG WR
LQFOXGHWKHWKLUGZRUOGFRXQWULHVWKHVHQHJRWLDWLRQVZRXOGEHKHOGZLWKWKHSDUWLFLSDWLRQRIQRW
6RFLDOLVWDQG:HVWHUQEXWFRXQWULHV7KHGLVDUPDPHQWFRPPLWWHHH[SDQGHGZLWKWKH
WKLUGZRUOGFRXQWULHVZRXOGKDYHEHHQPRUHOLNHO\WRVXSSRUWWKH3ROLVKVXJJHVWLRQ
02/;,;-M86$W7KH$PEDVVDGRU¶VGHSXW\LQ:DVKLQJWRQ-iQRV
5DGYiQ\L¶V VWULFWO\ FRQILGHQWLDO EXOOHWLQ GDWHG0D\WK  UHSRUWV WKH FRQIOLFWV DPRQJ WKH
ZHVWHUQDOOLHV LQGHWDLO7KHHVVHQFHRI WKHFRQIOLFWZDV WKDW WKH86$SDUWO\ VKDUHG LWVQXFOHDU
VHFUHWVZLWKWKH8QLWHG.LQJGRPEXWQRWZLWK)UDQFH7KDWLVZK\GH*DXOOH¶VDLPZDVWRFUHDWH
DQLQGHSHQGHQWQXFOHDUSRZHUDQGSUHYHQWHG/RQGRQIURPWDNLQJSDUWLQWKHLQWHJUDWLRQSURFHVV
&RQVHTXHQWO\ WKH )5* HQGHG XS LQ D YHU\ GHOLFDWH VLWXDWLRQ EHFDXVH WKH\ ZDQWHG WR EH WKH
QXPEHURQHDOO\RIERWKWKH86$DQG)UDQFHDWWKHVDPHWLPH,QDGGLWLRQJRRG)UHQFK*HUPDQ
UHODWLRQV JDYH $GHQDXHU VRPH VHFXULW\ ZKHQ KH DGRSWHG D GHWHUPLQHG HDVWHUQ SROLF\ $W WKH
VDPH WLPH %RQQ LWVHOI ZDV GLVFRQFHUWHG ZLWK :DVKLQJWRQ EHFDXVH .HQQHG\ KDG ZDQWHG WR
QHJRWLDWHZLWK0RVFRZDERXW%HUOLQDQGWKH*HUPDQTXHVWLRQ,QWKLVVLWXDWLRQ%RQQ¶VPHGLDWRU
UROHKDGEHHQDSSUHFLDWHGHYHQPRUHZKLFKGLGQRWVHUYHWKHLQWHUHVWVRIWKH3ROLVK5DLVLQJWKH
5DSDFNL 3ODQ ZKLFK ZLVKHG WR EORFN *HUPDQ QXFOHDU DUPDPHQW PDGH )UHQFK*HUPDQ
FRRSHUDWLRQGLIILFXOWDQGIXUWKHURQLWGHHSHQHGWKHFRQIOLFWVEHWZHHQWKHZHVWHUQDOOLHV


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


UHFHSWLRQRIWKH1$72¶VPHPEHUVWDWHVZDVQHJDWLYH,QDGGLWLRQ%RQQHYHQ
UHMHFWHG WKH VXEVHTXHQW 3ROLVK VXJJHVWLRQ XQHTXLYRFDOO\ ,Q FRQWUDVW WR WKH
VXJJHVWLRQPDGHLQWKHSODQZDVQRWIROORZHGZLWKJUHDWDWWHQWLRQHLWKHU
E\ WKH ZHVWHUQ SUHVV RU SXEOLF RSLQLRQ 1HYHUWKHOHVV LW ZDV D WDQJLEOH
DFFRPSOLVKPHQW WKDW WKDQNV WR WKH SODQ WKH FRQQHFWLRQV EHWZHHQ WKH 3ROLVK
8QLWHG /DERXU 3DUW\ DQG WKH ZHVWHUQ VRFLDO GHPRFUDW SDUWLHV KDG EHFRPH
GHHSHUDQGPRUHLQYROYHG)RUH[DPSOHWKHOHDGHURIWKH%ULWLVK/DERXU3DUW\
*DLWVNHOO KDG QXPHURXVPHHWLQJV LQ:DUVDZ+H DVVXUHG WKH 3ROLVK WKDW KLV
SDUW\ VXSSRUWHG WKH 5DSDFNL 3ODQ WKH LGHD RI JHQHUDO GLVDUPDPHQW DQG WKDW
WKH\ZRXOGSUHIHUWKH)5*QRWWRSRVVHVVQXFOHDUZHDSRQVDVZRXOGPRVWRI
WKH%ULWLVKFRQVWLWXHQF\ -RVLS%UR]7LWRPDGHKLV VXSSRUWRI WKHSODQFOHDU
GXULQJ5DSDFNL¶VYLVLWWR<XJRVODYLD
7KH LQWHUHVW LQ WKH WKLUG YHUVLRQ RI WKH 3ROLVK VXJJHVWLRQ KDG GLHG GRZQ
VLJQLILFDQWO\E\WKHVXPPHUDQGWKH&XEDQPLVVLOHFULVLVEXUVWLQJRXWQRWORQJ
DIWHUPDGHLWLPSRVVLEOHWRNHHSWKHLVVXHRQWKHDJHQGD

7KHIRXUWKYHUVLRQ

7KH 5DSDFNL 3ODQ JDLQHG SURPLQHQFH LQ :DUVDZ DJDLQ XSRQ WKH
HVWDEOLVKPHQW RI D PXOWLODWHUDO QXFOHDU 1$72 IRUFH 7KH PDLQ SRLQW RI WKH
$PHULFDQVXJJHVWLRQZDVIRU1$72WRSRVVHVVDQDXWRQRPRXVQXFOHDU IRUFH
XQGHULWVRZQFRPPDQGZKLFKZRXOGEHPDLQWDLQHGWKURXJKFRPPRQIXQGLQJ
E\ WKH 0HPEHU 6WDWHV )URP:DVKLQJWRQ¶V SRLQW RI YLHZ WKH SODQ ZRXOG
KDYHREYLRXVO\XQEXUGHQHGWKHEXGJHWRIWKH86$DQGVROYHGWKHTXHVWLRQRI
)UHQFKDQG*HUPDQQXFOHDUDUPDPHQW LIWKH)UHQFKDQG*HUPDQVFRXOGRQO\

 02/ ;,;-M/HQJ\HORUV]iJW ,Q KLV WRS VHFUHW EXOOHWLQ GDWHG
6HSWHPEHUWK'H]VĘ6]LOiJ\LWKH+XQJDULDQ$PEDVVDGRULQ:DUVDZUHSRUWHGLQGHWDLO
RQWKHWDONVWKDW*DLWVNHOOKDGLQ:DUVDZ
 $G5  32/,, 3ROHQ  ,Q KLV QRQFRQILGHQWLDO EXOOHWLQ ZULWWHQ RQ
1RYHPEHU WK  WKH $XVWULDQ HPEDVV\ LQ %HOJUDGH UHSRUWHG RQ 5DSDFNL¶V YLVLW WR
<XJRVODYLD
02/;,;-M86$W7KH$PEDVVDGRU¶VGHSXW\-iQRV5DGYiQ\L¶VWRS
VHFUHW UHSRUW GDWHG -DQXDU\ WK  WKRURXJKO\ LQYHVWLJDWHV WKH $PHULFDQ%ULWLVK VRFDOOHG
1DVVDXFRQWUDFWVLJQHGLQWKH%DKDPDV%DVHGRQWKLV/RQGRQERXJKW3RODULVURFNHWVDQGRWKHU
WHFKQRORJLHV IRU XVHZLWKQXFOHDUZHDSRQV IURP WKH8QLWHG6WDWHV RI$PHULFD EXW WKHVHZHUH
SODFHGXQGHU1$72FRPPDQG:LWK WKLV VWHS WKH HVWDEOLVKPHQWRI1$72¶V FRPPRQQXFOHDU
IRUFHKDGEHJXQZKLFKZDVUHIHUUHGWRDVWKHÄPXOWLODWHUDOQXFOHDUIRUFH´LQPRVWRIWKHVRXUFHV
KHQFHIRUZDUG :DVKLQJWRQ WULHG WR GLVVXDGH )UDQFH IURP WKH QRWLRQ RI HVWDEOLVKLQJ DQ
DXWRQRPRXVQXFOHDUDUVHQDO2QWKHRWKHUKDQGWKH\ZDQWHGWRJLYHWKH)5*QXFOHDUZHDSRQVLQ
VXFKDZD\WKDWWKH\ZRXOGVWD\XQGHU1$72FRPPDQG±WKDWLVWKH$PHULFDQV¶FRPPDQG7KH
SURMHFW ZDV WKH VRXUFH RI GHEDWHV LQVLGH 1$72 IRU VRPH WLPH 7KH 6RYLHW 8QLRQ ZDQWHG WR
SUHFOXGH WKH SODQ EHFDXVH LW ZRXOG KDYH SURYLGHG PRUH UHVRXUFHV IRU 1$72¶V QXFOHDU
SURJUDPPHV&RQVHTXHQWO\GXULQJLQWHUQDWLRQDOQHJRWLDWLRQV0RVFRZRUJDQL]HGWKHVLJQLQJRI
DQ DJUHHPHQW VLPLODU WR WKH VXEVHTXHQW1RQ3UROLIHUDWLRQ7UHDW\7KLVZDV UHSRUWHG LQ WKH WRS
VHFUHW EXOOHW QXPEHU 02/ ;,;-M86$W ZULWWHQ E\ -iQRV 5DGYiQ\L WKH
$PEDVVDGRU¶VGHSXW\LQ:DVKLQJWRQDQGZKLFKDUULYHGLQ%XGDSHVWRQ1RYHPEHUVW


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

REWDLQQXFOHDUZHDSRQVZLWKLQWKHIUDPHZRUNRI1$720RUHRYHUWKH\ZRXOG
KDYH FRQWULEXWHG WR WKH FRVWV $GGLWLRQDOO\ WKH TXHVWLRQ RI WKH PXOWLODWHUDO
QXFOHDUIRUFHFRXOGKHOSWRFRQYLQFH)UDQFHWKDWLWZDVXVHOHVVWRHVWDEOLVKDQ
DXWRQRPRXV )UHQFK QXFOHDU IRUFH 7KH $PHULFDQ LGHD ZKLFK ZDV
LPPHGLDWHO\ EDFNHG E\ %RQQ ZDV PHW E\ VWURQJ SURWHVW IURP:DUVDZ DQG
0RVFRZ 7KXV GLSORPDWLF DFWLRQV EHJDQ DJDLQVW WKH VHWWLQJ XS RI WKH
PXOWLODWHUDO QXFOHDU IRUFH 7KH )LQQLVK .HNNRQHQ SODQ FRQFHUQLQJ WKH
GLVDUPDPHQWRIWKHZKROH6FDQGLQDYLDVWURQJO\LQIOXHQFHGE\WKH6RYLHWVZDV
VXFK D SODQ $QRWKHU VXFK LQLWLDWLYH ZDV WKH SDUWLDO UHVXUUHFWLRQ RI WKH
5DSDFNL3ODQXQGHU*RPXOND¶VQDPHVLPLODUWRWKHRULJLQDOEXWZLWKHQRXJK
QRYHOW\ WR LPSURYH LWV FKDQFHV ZKLFK ZDV DQQRXQFHG RQ 'HFHPEHU WK
 7KLV SODQ FDQ EH UHDG LQ WKH $SSHQGL[ 7KH 3ROLVK DQG 6RYLHW
GLSORPDF\ JRW LQNOLQJV WKDW WKH TXHVWLRQ RI WKH PXOWLODWHUDO QXFOHDU IRUFH
JHQHUDWHGVHULRXVGHEDWHVDPRQJWKH0HPEHU6WDWHVRI1$723DULVORRNHGDW
WKH RULJLQDOO\ $PHULFDQ%ULWLVK LGHD ZLWK VXVSLFLRQ DQG GRXEW 1RERG\ ZDV
HQWKXVLDVWLFDERXWWKHLVVXHRI*HUPDQDUPDPHQW:HVW*HUPDQ\¶VDSSURYDORI
WKH$PHULFDQSURSRVDOWHPSRUDULO\FRROHG)UHQFK*HUPDQUHODWLRQVZKLFKKDG
EHHQ VWUHQJWKHQHG E\ WKH LQWHUQDWLRQDO FRQWUDFW VLJQHG LQ -DQXDU\  $V
%RQQ¶V GHWHUPLQHG HDVWHUQ SROLF\ RI WKH SUHYLRXV \HDUV ZDV EDFNHG E\ WKH
*HUPDQ)UHQFK UHODWLRQVKLSV WKH )5* WHPSRUDULO\ EHFDPH LVRODWHG GXULQJ
DWOHDVWLQ(XURSH7KLVZDVSDUWLDOO\EHFDXVH$GHQDXHUDVWURQJPDQRI
WKHSUHYLRXVGHFDGHUHOLQTXLVKHGKLVSODFHWR/XGZLJ(UKDUGRQ2FWREHUWK
 ZKR ZDV SULPDULO\ DQ HFRQRPLVW DQG KDG GLIILFXOWLHV LQ JURZLQJ
DFFXVWRPHG WR WKHZRUOGRIGLSORPDF\:DUVDZ LQDOOSUREDELOLW\FRXQWHGRQ
WKHVXSSRUWRI:HVW*HUPDQ\IRUWKHIRXUWKYHUVLRQRIWKHLUSODQEHFDXVHIRU
WKHP $GHQDXHU¶V UHVLJQDWLRQ ZDV D VXFFHVV DQG WKH\ WKRXJKW WKDW D PRUH
IOH[LEOH OHDGHU LQ :HVW *HUPDQ\ PLJKW VHUYH WKHLU LQWHUHVWV ,W ZDV DOVR DQ
LPSRUWDQWDVSHFWWKDW WKHSURSRVDOZDVEURXJKWRXWDJDLQMXVWEHIRUHWKH:HVW
*HUPDQHOHFWLRQVGXHLQZKLFKLQWHUPVRIWKHHOHFWLYHFDPSDLJQFRXOG
EHIDYRXUDEOHIRUWKH63'

 7KH 1XFOHDU 7HVW %DQ 7UHDW\ VLJQHG E\ WKH 86$ WKH 6RYLHW 8QLRQ DQG WKH 8QLWHG
.LQJGRPEXWQRWE\)UDQFHDQG&KLQDLQZDVDLPHGDWVHWWLQJWKHQDVFHQW)UHQFKQXFOHDU
SURJUDPPHEDFNE\SURKLELWLQJQXFOHDUWHVWV
7KH)LQQLVKLGHDSDUWLDOO\LQIOXHQFHGE\WKH6RYLHWVZDVIRUPXODWHGLQ,WLQWHQGHG
WR LQIOXHQFHSULPDULO\ WKHGHFLVLRQRI1RUZD\ VR WKDW LWZRXOGQRW VXSSRUW WKH LQLWLDWLYHRI D
1$72PXOWLODWHUDOQXFOHDUIRUFH
 02/ ;,;-M/HQJ\HORUV]iJW 7KH +XQJDULDQ $PEDVVDGRU LQ
:DUVDZ )HUHQF 0DUWLQ LQ KLV WRS VHFUHW EXOOHWLQ GDWHG -DQXDU\ QG  UHSRUWHG RQ WKH
FLUFXPVWDQFHV RI *RPXOND¶V VSHHFK LQ 3ORFN +H H[SODLQHG WKDW WKH VSHHFK ZDV D VLPSOLILHG
YHUVLRQ RI WKH 5DSDFNL 3ODQ DQG GHDOW ZLWK RQO\ LWV ILUVW SDUW WKHPDWWHU RI IUHH]LQJ QXFOHDU
ZHDSRQV )URP WKLV VRXUFH LW WXUQV RXW WKDW *RPXOND¶V VSHHFK IDU IURP JLYLQJ XS RQ WKH
5DSDFNL3ODQZDV LQWHQGHG WRSDYH WKHZD\ IRU LWVSXEOLF UHDSSHDUDQFH LQDQHZYHUVLRQ7KH
QRYHOW\ RI WKH *RPXOND SODQ OD\ LQ QRW DWWDFNLQJ WKH LVVXH RI WKH PXOWLODWHUDO QXFOHDU IRUFH
UHJDUGOHVVRI6RYLHWVXJJHVWLRQV7KHUHSRUWWRXFKHVRQWKHIDFWWKDW:DUVDZZDVVXSSRUWHGE\
:LOVRQRIWKH%ULWLVK/DERXU3DUW\DQG1HQQLRIWKH,WDOLDQVRFLDOLVWV


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


%HIRUH WKH IRXUWK YHUVLRQ RI WKH 5DSDFNL 3ODQZDVPDGH SXEOLF ±ZKLFK
DIWHUWKHHYHQWVLQ'HFHPEHUFRXOGDOVREHFRQVLGHUHGDVWKHVHFRQGYHUVLRQRI
WKH*RPXONDSODQ±WKHUHZHUHFRPSUHKHQVLYHQHJRWLDWLRQVLQ0RVFRZRQWKH
WKDQGWKRI-DQXDU\DWWHQGHGE\WKH8665%XOJDULD&]HFKRVORYDNLD
3RODQGWKH)'5+XQJDU\DQG5RPDQLD7KHVHWDONVZHUHPDGHQHFHVVDU\E\
WKH QHJRWLDWLRQV RQ GLVDUPDPHQW LQ *HQHYD DV D UHVXOW RI ZKLFK WKH
SDUWLFLSDWLQJVWDWHVDWWHPSWHGWRKDUPRQL]HWKHLUVWUDWHJ\HVSHFLDOO\DVUHJDUGV
WKH UHYLYDO RI WKH3ROLVK SURSRVDO&RQVLGHULQJ WKLV LQ WKH FDVH RI WKH IRXUWK
YHUVLRQ ZH FDQ DJDLQ VSHDN RI D GRFXPHQW FDUHIXOO\ ZULWWHQ IRU LWV WLPH
%HIRUHDQ\IXUWKHUVWHSVZHUHWDNHQ WKH3ROLVKGLSORPDF\FDUULHGRXWLQTXLU\
PHHWLQJV ZLWK QXPHURXV VWDWHV LQFOXGLQJ 6ZHGHQ 'HQPDUN WKH 8QLWHG
.LQJGRP)UDQFH&DQDGDDQGHYHQZLWKWKH6HFUHWDU\*HQHUDORIWKH8QLWHG
1DWLRQV87KDQW
7KHIRXUWKYDULDQWZKLFKZDVGLVFORVHGRQWK)HEUXDU\WKHWH[WRI
ZKLFK FDQ EH UHDG LQ WKH DSSHQGL[  PHDQW D UHWXUQ WR WKH GLUHFWLYHV RI WKH
SURSRVDODQQRXQFHGLQDXWXPQ,WGHDOZLWKWKHUHGXFWLRQRIFRQYHQWLRQDO
ZHDSRQU\ LWV GHFODUHG JRDO EHFDPH H[FOXVLYHO\ WKH IUHH]LQJ RI QXFOHDU
ZHDSRQVRQWKHWHUULWRULHVRI3RODQG&]HFKRVORYDNLD WKH*'5DQGWKH)5*
7KHUHDFWLRQRIWKHYDULRXVVWDWHVGLGQRWEULQJDQ\VXUSULVH0RVFRZDQG LWV
DOOLHVDVVLVWHGLWZKLOHWKH0HPEHU6WDWHVRI1$72UHIXVHGWKHUHSHDWHG3ROLVK
SURSRVDO7KHLU UHDVRQVZHUH WKHZHOO NQRZQ RQHVPRVW LPSRUWDQW RIZKLFK
ZHUH WKHGLVSURSRUWLRQEHWZHHQWKHQXPEHURIEDVHVWREHGLVDUPHGSHUVLGH
JLYLQJ WKH SRWHQWLDO DGYDQWDJH WR WKH :DUVDZ 3DFW DQG WKH GLVFULPLQDWLQJ
FKDUDFWHU RI WKH 3ROLVK SURSRVDO LQ LWV LQWHQWLRQ WR UHPRYH QXFOHDUZHDSRQU\
IURP HVVHQWLDOO\ RQH VWDWH ± QDPHO\ WKH )5* 7KHUH ZDV DOVR WKH REYLRXV
VFDQWLQHVVRIWKHPDUNHG WHUULWRU\FRQVLGHULQJ WKDW WKHURFNHWVRI WKHDJHKDG
IDU JUHDWHU HIIHFWLYH UDQJHV FRPELQHG ZLWK WKH IDFW WKDW WKH SURSRVDO GHDOW
VROHO\ ZLWK QXFOHDU ZHDSRQV PDNLQJ WKH HQWLUH SURSRVDO VRPHZKDW RI D
VWUDWHJLF MRNH7KHTXHVWLRQRIFRQWURORIFHUWDLQ WHUULWRULHV KDGDOVRQRWEHHQ
HODERUDWHGOHDGLQJPDQ\VWDWHVWRRSHQO\GHFODUHWKDWWKHSURSRVDOZDQWHGWKH
SUHVHQW3ROLVK*HUPDQERXQGDULHVWRUHPDLQXQFKDQJHGZKLFKZDVFRPSOHWHO\
XQDFFHSWDEOHIRUWKHPXQWLOWKH*HUPDQSHDFHWUHDW\ZDVFRQFOXGHGHQGLQJRI
WKH*HUPDQTXHVWLRQ7KHKDUGHVWUHMHFWLRQVFDPHIURPWKH)5*DQGIURPWKH
1HWKHUODQGV ZKHUHDV WKH 86$ DQG WKH 8. GHVSLWH WKHLU VFHSWLFLVP
HPSKDVL]HGWKHSRVVLELOLW\IRUDQGLPSRUWDQFHRIQHJRWLDWLRQ2IFRXUVHLWZDV

02/;,;-MWKH8665W7KHWRSVHFUHWPHPRUDQGXPZULWWHQE\3pWHU
0yGRQ-DQXDU\WKLQWKH0LQLVWU\RI)RUHLJQ$IIDLUVUHSRUWHGLQGHWDLOWKHFRQIHUHQFHLQ
0RVFRZDQGWKHQHHGWRHVWDEOLVKD(XURSHDQQXFOHDUIUHH]RQH
02/;,;-M/HQJ\HORUV]iJW7KH+XQJDULDQ$PEDVVDGRU LQ:DUVDZ
)HUHQF 0DUWLQ¶V WRS VHFUHW EXOOHWLQ GDWHG )HEUXDU\ WK  UHSRUWV LQ GHWDLO WKH WHQWDWLYH
3ROLVKQHJRWLDWLRQVRIZKLFKWKHFKLHIH[HFXWLYHRIWKH3ROLVK0LQLVWU\RI)RUHLJQ$IIDLUVJDYHD
VXPPDU\WRWKHUHSUHVHQWDWLYHVRIDOOVRFLDOLVWFRXQWULHV
02/;,;-M/HQJ\HORUV]iJW$PEDVVDGRU)HUHQF0DUWLQ¶VWRSVHFUHW
UHSRUWGDWHG1RYHPEHUWKVXPPDUL]HVWKHDQVZHUVJLYHQRQWKH3ROLVKPHPRUDQGXP

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QRWWDNHQWRRVHULRXVO\VLQFHQHJRWLDWLRQVFRQFHUQLQJGLVDUPDPHQWKDGDOUHDG\
EHHQ WDNLQJ SODFH IRU D GHFDGH ZLWKRXW DQ\ VHULRXV UHVXOWV ,Q WKH HQG
UHJDUGOHVV RI 3RODQG¶V DWWHPSWV RYHU VHYHUDO PRQWKV WR NHHS WKH SURSRVDO LQ
SOD\LWEHFDPHHYLGHQWE\WKHHQGRIWKH\HDUWKDWWKH5DSDFNL3ODQLQDOOLWV
YDULDWLRQVZDVXOWLPDWHO\GRRPHGWRIDLOXUH

7KH)DOORIWKH5DSDFNL3ODQ

$IWHU WKHIDLOXUHRI WKHYHUVLRQWKH5DSDFNL3ODQQR ORQJHUKHOGDQ\
LQWHUHVWIRUPRVWSHRSOHLQWKHGLSORPDWLFFRPPXQLW\6LQFH:DUVDZ¶VRSLQLRQ
KDG QRW FKDQJHG UHJDUGLQJ WKH PDWWHU WKH SURSRVDO¶V WRWDO IDLOXUH LV EHVW
DWWULEXWHG WR FKDQJHV LQ H[WHUQDO FLUFXPVWDQFHV 7KHVH FKDQJHV DUH WKH
IROORZLQJV
 7KH QHZ 6RYLHW DGPLQLVWUDWLRQ DIWHU WKH IDLOXUH RI .KUXVKFKHY NHSW D
WLJKWHUKROGRQ WKH DOO\ FRXQWULHV DQGSURJUHVVLYHO\QDUURZHG WKHPDUJLQVRI
3RODQG¶VIRUHLJQSROLF\$IWHUWKHRFFXSDWLRQRI&]HFKRVORYDNLDLQLWV
LQGHSHQGHQFHFDPHWRDQHQG2QWKHRWKHUKDQGLWLVWUXHWKDW:DUVDZGLGQRW
KDYHWRIHDURIDQ\6RYLHW:HVWGHDOUHJDUGLQJ*HUPDQ\EHFDXVHRIWKHPRUH
GRJPDWLF6RYLHWOHDGHUVKLS
7KH$PHULFDQ3ROLVKUHODWLRQVKLSZDVDOVRFRQWLQXRXVO\ZRUVHQLQJZKHQ
LWEHFDPHHYLGHQWIRU:DVKLQJWRQWKDWWKHGHYHORSPHQWVRI2FWREHUZHUH
WXUQLQJDJDLQVW WKH1$3:KDW LVPRUH:DUVDZZDVQRWPRYLQJDZD\ IURP
0RVFRZ SROLWLFDOO\ EXW LQ IDFW DIWHU  ZDV HYHQ IRUFHG WR DGYRFDWH
0RVFRZ¶VYLHZSRLQWWRWKH&KLQHVH
 ,Q WKHVHFRQGKDOIRIWKHVL[WLHV WKHWKUHDWRIWKH)5*ZDVFRQWLQXRXVO\
GHFOLQLQJ2QHUHDVRQIRUWKLVZDVWKHORRVHQLQJRI*HUPDQ)UHQFKFRRSHUDWLRQ
DIWHUWKHGHSDUWXUHRI$GHQDXHU±LWEHFDPHHYLGHQWDIWHUWKHGH*DXOOH¶VWULSWR
0RVFRZ WKDW 3DULV ZRXOG QRW DVVLVW WKH DUPDPHQW RI :HVW *HUPDQ\ HYHQ
WKURXJKWKHSURMHFWRIWKHPXOWLODWHUDODWRPLFVWULNHIRUFH$QRWKHUUHDVRQZDV
WKH JHQWOH VKLIW RI WKH )5*¶V LQWHUQDO SROLWLFV WR WKH OHIW WKDW UHVXOWHG LQ WKH
JRYHUQPHQWDOSDUWLFLSDWLRQRIWKH63'IURP:LWKWKLVLQWKHEDFNJURXQG

$GU3RO,,3ROHQ3URNVFKWKH$XVWULDQ$PEDVVDGRULQ:DUVDZLQ
KLVQRQFRQILGHQWLDOUHSRUWGDWHG1RYHPEHUUGHYDOXDWHGWKH6RYLHW3ROLVKUHODWLRQVKLS
GXULQJ WKH FHOHEUDWLRQ RI WKH WK DQQLYHUVDU\ RI WKH 6RYLHW 5HYROXWLRQ LQ  7KH DQDO\VLV
SURYLGHVXVZLWKDSUHFLVHSLFWXUHRIWKHSUHVVXUHRIWKH%UH]KQHYDGPLQLVWUDWLRQEHLQJPDUNHGO\
PRUHGRJPDWLFWKDQWKDWRI.KUXVKFKHY
$G53RO,,3ROHQ(QGHUOWKH$XVWULDQ$PEDVVDGRULQ:DUVDZLQKLV
QRQFRQILGHQWLDO UHSRUWGDWHG 1RYHPEHUWK  DQDO\]HG DW VRPH OHQJWK WKH6RYLHW3ROLVK
UHODWLRQVKLSDIWHU.KUXVKFKHY¶VGRZQIDOO
$G53RO,,3ROHQ7KH$XVWULDQ$PEDVVDGRU(QGHUOLQ:DUVDZLQKLV
QRQFRQILGHQWLDO UHSRUW GDWHG 2FWREHU WK  ZURWH DERXW WKH GHWHULRUDWLRQ RI WKH 3ROLVK
$PHULFDQUHODWLRQVKLSDQGLWVUHDVRQV
$G53RO,,%5',QKLVQRQFRQILGHQWLDOUHSRUWGDWHG1RYHPEHUWK
WKH$XVWULDQ$PEDVVDGRULQ3DULV)XFKVDQDO\]HGWKH)UHQFK*HUPDQUHODWLRQVKLS

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)UHQFK3ROLVKUHODWLRQVZHUHVWLPXODWHGDQGLQ0D\WKH)UHQFK)RUHLJQ
0LQLVWHUYLVLWHG:DUVDZ WKHQH[W\HDUEHWZHHQ-DQXDU\WK DQGWK$GDP
5DSDFNLDWWHQGHGQHJRWLDWLRQVLQ3DULV
'HVSLWH DOO WKLV WKH5DSDFNL 3ODQ KDG QRW GLVDSSHDUHG WRWDOO\7KH 3ROLVK
)RUHLJQ0LQLVWHUGXULQJKLVLQWHUQDWLRQDOQHJRWLDWLRQVUHWXUQHGWRLWUHJXODUO\
$FFRUGLQJ WR GLSORPDWLF VRXUFHV GXULQJ  DQG  KH KDG WDONV RQ WKH
VXEMHFW LQ0H[LFR 1HZ <RUN 5RPH 6WRFNKROP 7HKUDQ DQG %UXVVHOV LQ
1RYHPEHU  RQ WKH 3ROLVK<XJRVODYLDQ QHJRWLDWLRQV IRU H[DPSOH 7LWR
H[SUHVVHG KLV VXSSRUW RQ WKH IRXUWK YDULDQW NQRZQ DV WKH *RPXOND SODQ
)XUWKHUPRUH ZKHQ 5DSDFNL ZDV LQ 6WRFNKROP LQ  WKH 6ZHGHV DVVXUHG
KLPRIWKHLUVXSSRUWIRUKLVSURSRVDORIDQXFOHDUIUHH]RQH
$W WKH VDPH WLPH LW LV HYLGHQW WKDW GXULQJ WKHVH ELODWHUDO QHJRWLDWLRQV
3RODQG EHFDPH LQFUHDVLQJO\ LVRODWHG ,Q /RQGRQ LQ 'HFHPEHU  %ULWLVK
3ULPH0LQLVWHU+DUROG:LOVRQ DOVR GHFODUHG KLV GLVLQWHUHVW LQ WKH SURSRVDO
ZKLFKZDVUHSHDWHGGXULQJWKHQHJRWLDWLRQVLQ0DUFKDOWKRXJKWKH%ULWLVK
DVVXUHG WKH 3ROLVK0LQLVWHU RI )RUHLJQ $IIDLUV RI WKHLU XQGHUVWDQGLQJ 7KH

$G53RO,,3ROHQ,QKLVQRQFRQILGHQWLDOUHSRUWGDWHG-DQXDU\WK
 WKH $XVWULDQ $PEDVVDGRU LQ 3DULV )XFKV UHSRUWHG 5DSDFNL¶V QHJRWLDWLRQV LQ 3DULV
5DSDFNL ZDV PHW E\ GH *DXOOH *HRUJHV 3RPSLGRX DQG )RUHLJQ $IIDLUV 0LQLVWHU &RXYH GH
0XUYLOOH DQG HYHQ WRRNSDUW LQ D WHOHYLVLRQ LQWHUYLHZ ,Q KLV WLPH WKHUH5DSDFNL GLGQRW WDON
DERXWWKHSODQRIWKHQXFOHDUIUHH]RQHDV3DULVZRXOGKDYHVDLGQRWRLWFRQVLGHULQJWKH*HUPDQ
)UHQFKUHODWLRQVKLS1HYHUWKHOHVVKHPDGHLWFOHDUWKDW(XURSHDQVDIHW\DQGWKH*HUPDQTXHVWLRQ
DUHLQWHUFRQQHFWHG$QGWKDWZDVZK\WKH)5*KDGWRDFNQRZOHGJHWKHFXUUHQWERXQGDULHVDQG
WKH H[LVWHQFH RI WKH *'5 DQG ZK\ WKH\ KDG WR PDNH GR ZLWKRXW QXFOHDU ZHDSRQV ,I WKLV
KDSSHQHGD(XURSHDQVDIHW\FRQIHUHQFHPD\FDOOSHDFHLQ(XURSHLQWREHLQJIRUDORQJWLPH,Q
P\RSLQLRQ5DSDFNL¶VWUDLQRIWKRXJKWWRXFKHGRQRQO\EULHIO\EHFDXVHRILWVFRPSOH[LW\FDQEH
LGHQWLILHGZLWKWKH+HOVLQNLSURFHVVVFKHGXOH
$G53RO,,3ROHQ7KH$XVWULDQ$PEDVVDGRU LQ:DUVDZ(QGHUO LQ
KLV QRQFRQILGHQWLDO UHSRUW GDWHG0DUFK WK ZURWH DERXW KLV WDONVZLWK )RUHLJQ$IIDLUV
0LQLVWHU 5DSDFNL 7KH 3ROLVK SROLWLFLDQ VSRNH DERXW KLV MRXUQH\V HPSKDVL]LQJ WKDW KH ZDV
QHJRWLDWLQJRIWKH(XURSHDQVLWXDWLRQDQGWKHTXHVWLRQRIGLVDUPDPHQW
$G53RO,,3ROHQ7KH$XVWULDQ$PEDVVDGRU LQ%HOJUDGH3DVFKLQ
KLVQRQFRQILGHQWLDOUHSRUWZULWWHQRQ1RYHPEHUWKJDYHDVXPPDU\RIWKHQHJRWLDWLRQV
LQ %HOJUDGH+H HPSKDVL]HG WKDW WKH 3ROLVKZDQWHG WR VLJQ D FRPPXQLTXp SULQFLSDOO\ DJDLQVW
)5* ZKLFK KH WRQHG GRZQ EHFDXVH RI WKH QHJRWLDWLRQV EHWZHHQ %HOJUDGH DQG )5* %XW KH
VXSSRUWHGIRUH[DPSOHWKHDQWL:HVW*HUPDQLGHDRIDQXFOHDUIUHH]RQH
$G53RO,,3ROHQ0DUTXHW$XVWULDQ$PEDVVDGRULQ6WRFNKROPLQ
KLVQRQFRQILGHQWLDOUHSRUWZULWWHQRQ-XQHWKUHSRUWHGRQ5DSDFNL¶VYLVLWWR6ZHGHQ
$G53RO,,3ROHQ6FKZDU]HQEHUJ$XVWULDQ$PEDVVDGRULQ/RQGRQ
LQKLVQRQFRQILGHQWLDOEXOOHWLQ UHSRUWHG LQGHWDLO5DSDFNL¶V WDONV LQ/RQGRQ+HVSHFLILHG WKDW
:LOVRQZKRVHSDUW\KDGVXSSRUWHG WKH5DSDFNL3ODQEHIRUH WKHHOHFWRUDOYLFWRU\RIQRZ
FRQVLGHUHGLW WREHRIQRLQWHUHVW$FFRUGLQJWR:LOVRQWKHPDLQSRLQWZDVQRORQJHUWKHSODFH
ZKHUH WKH QXFOHDU ZHDSRQV ZHUH HVWDEOLVKHG EXW ZKHUH WKH\ ZHUH SRLQWHG 5DSDFNL ZDV
GLVDSSRLQWHG WKDWDIWHUKDYLQJ WDNHQRYHUJRYHUQDQFH WKH%ULWLVK/DERXU3DUW\GLGQRW VXSSRUW
WKHLGHDVGLVFXVVHGVRPDQ\WLPHVLQWKHSUHYLRXV\HDUV
$G53RO,,3ROHQ7KH$XVWULDQ$PEDVVDGRU6FKZDU]HQEHUJ LQ
KLVQRQFRQILGHQWLDOOHWWHUZULWWHQRQ0DUFKQGVXPPDULVHG5DSDFNL¶VWDONVLQ/RQGRQ
5DSDFNL H[SODLQHG WKDW WKH SUHPLVH RI WKH VHWWOHPHQW RI WKH *HUPDQ TXHVWLRQ LV WKDW %RQQ

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VDPHKDSSHQHGZKHQ5DSDFNLYLVLWHG&RSHQKDJHQDQG%UXVVHOVDIWHUZKLFK
WKH %HOJLDQ )RUHLJQ 0LQLVWHU H[SUHVVHG KLV GLVDSSRLQWPHQW WR WKH $XVWULDQ
$PEDVVDGRU ZKLOH WKH\ GLVFXVVHG WKH QHJRWLDWLRQV EHFDXVH KH IHOW WKDW
FRPSDUHGWR5DSDFNL¶VSUHYLRXVIOH[LELOLW\KHKDGEHFRPHFRPSDUDEOH WR WKH
6RYLHWVLQKLVVWXEERUQSRVLWLRQVHVSHFLDOO\FRQFHUQLQJWKH*HUPDQTXHVWLRQ
7KH UHDVRQ IRU WKH ORVVRI IOH[LELOLW\ LQ WKH3ROLVKSRLQWRIYLHZZDV WKH
FRQWURO RI0RVFRZZKLFKZDV JHWWLQJ WLJKWHU DQG WLJKWHU7KH LQFUHDVLQJO\
DFWLYH6WDOLQLVWRSSRVLWLRQIURP*RPXONDPLJKWDOVRKDYHSOD\HGVRPHUROHLQ
LW7KHVRFDOOHGÄSDUWLVDQJURXS´KDGDOVREHHQPDNLQJVWURQJHUDWWDFNVRQ
WKH3ROLVK OHDGHUVKLSZKLFKKDGQRWFKDQJHGVLQFH2FWREHU$IWHU WKH
$UDE,VUDHOLZDULQULRWVZKLFKZHUHSUREDEO\FRYHUWO\RUJDQLVHGE\DQ
RXWVLGH LQIOXHQFH EURNH RXW LQ 0DUFK  $IWHU WKHVH ULRWV WKH SROLWLFDO
DWWDFNVVWUHQJWKHQHGSHUFHSWLEO\UHVXOWLQJLQVHULRXVSROLWLFDOSXUJLQJ,QWKH
ZKROH WHUULWRU\ RI 3RODQG DQ DQWL=LRQLVW FDPSDLJQ EHJDQ WKH XQVSRNHQ
WDUJHW RI ZKLFK ZDV *RPXOND EHFDXVH KLV ZLIH ZDV RI -HZLVK GHVFHQW
$OWKRXJKKHZDVOHIWLQKLVSODFHEHFDXVHRIKLVLQWHUQDWLRQDOSUHVWLJHWKHUH
ZHUHPDQ\UHSODFHPHQWVDPRQJWKH3DUW\/HDGHUVVWDQGLQJFORVHWRKLP7KH
SXUJHDOVRH[WHQGHGWRRWKHUEUDQFKHVRIWKHJRYHUQPHQWDXWKRULWLHVDQGWKH
DGPLQLVWUDWLRQ 7ZRKXQGUHG SHRSOH ZHUH ODLQ RII IURP WKH 0LQLVWU\ RI
)RUHLJQ $IIDLUV DPRQJ WKHP WZHQW\ WRS PDQDJHUV LQFOXGLQJ WKH 'HSXW\
0LQLVWHU1DV]NRZVNLRI-HZLVKGHVFHQW*HQHUDO'LUHFWRU:LHUQDZKRZDV
WKH&KLHI([HFXWLYH2IILFHU GHDOLQJZLWK WKH FRXQWULHV RI WKH(DVWHUQ%ORF
%LUHFNLDOVRRI-HZLVKGHVFHQWZKRKDGOHDGWKHGHSDUWPHQWUHVSRQVLEOHIRU
FXOWXUDO UHODWLRQVKLSV DQG RI FRXUVH *HQHUDO 'LUHFWRU 0HOOHU&RQUDG ZKR
ZDVWKH&KLHI([HFXWLYH2IILFHUGHDOLQJZLWKWKH$VLDQFRPPXQLVWFRXQWULHV
DQGZKRKDGIRU\HDUVWULHGWREULQJ0RVFRZDQG%HLMLQJH\HWRH\H(YHQ
5DSDFNL WKH )RUHLJQ0LQLVWHUZDV QRW DEOH WR SUHYHQW WKH UHSODFHPHQWV RI
VWDII 7KH FOHDU SROLWLFDO GHIHDW FDXVHG 5DSDFNL WR HQWHU D VWDWH RI
GHSUHVVLRQH[DFHUEDWHGE\KLVJHQXLQHFDUGLDFSUREOHPVDQGKHGLGQRWHQWHU
WKH0LQLVWU\RI)RUHLJQ$IIDLUVIRUVRPHPRQWKV

UHFRJQL]HV WKH2GHU1HLVVHERUGHUDQG WKH*'5DQGJLYHXS LWVDWWHPSWV WRSRVVHVVQXFOHDU
ZHDSRQV
$G53RO,,3ROHQ7KH$XVWULDQ$PEDVVDGRULQ:DUVDZ3URNVFK
LQKLVQRQFRQILGHQWLDOUHSRUWGDWHG1RYHPEHUWKZURWHDERXW5DSDFNL¶VQHJRWLDWLRQV
LQ'HQPDUN
 7KH $XVWULDQ $PEDVVDGRU LQ %UXVVHOV &RUQDUR LQ KLV QRQFRQILGHQWLDO UHSRUW GDWHG
1RYHPEHUWKVXPPDUL]HG5DSDFNL¶VQHJRWLDWLRQVLQ%HOJLXP
*RPXOND¶VSODFHZDVWDNHQRYHUE\(GZDUG*LHUHNLQ'HFHPEHURI
$G53RO,,3ROHQ7KH$XVWULDQ$PEDVVDGRULQ:DUVDZ3URNVFK¶V
QRQFRQILGHQWLDOUHSRUWGDWHG6HSWHPEHUVWUHSRUWVLQGHWDLORQWKHSROLWLFDOFOHDQXS
$G53RO,,3ROHQ7KH$XVWULDQ$PEDVVDGRULQ:DUVDZ3URNVFK¶V
QRQFRQILGHQWLDOUHSRUWGDWHG$SULOWKUHYLHZHGWKHFKDQJHVLQ3ROLVKLQWHUQDODIIDLUV
 $G5  3RO,, 3ROHQ  7KH $XVWULDQ $PEDVVDGRU¶V GHSXW\ LQ :DUVDZ
6WROEHUJGHDOWZLWK WKHTXHVWLRQ LQKLV UHSRUWZULWWHQRQ-XO\WK5DSDFNLKDGVXUYLYHG WZR
KHDUWDWWDFNVDOUHDG\LQDQGZKLFKZHUHWKHQIROORZHGE\DPRUHVHULRXVWKLUGRQH


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

,Q VXFK FLUFXPVWDQFHV LW LV QRW VXUSULVLQJ WKDW *RPXOND ZLWKRXW DQ\
GLVDJUHHPHQW DSSURYHG WKH SDUWLFLSDWLRQ RI 3RODQG LQ WKH RFFXSDWLRQ RI
&]HFKRVORYDNLD ZKLFK KDG XQWLO WKHQ EHHQ RQ JRRG WHUPV:DUVDZ 7KLV RI
FRXUVHHQFRXUDJHGWKHDFWLYLWLHVRIWKHSDUWLVDQJURXSZKRE\WKHDXWXPQRI
HYHQKDGWKHRSHQVXSSRUWRI0RVFRZEHKLQGLW$WWKHHQGRIWKH\HDU
VWDIIUHSODFHPHQWVWRRNSODFHDJDLQGXULQJZKLFK5DSDFNLORVWKLVSRVLWLRQLQ
WKH&HQWUDO&RPPLWWHHRIWKH3ROLVK8QLWHG:RUNHUV
3DUW\DQGVRKLVSRVLWLRQ
DV WKH)RUHLJQ0LQLVWHUZKLFKPHDQW WKHGHDWKRI WKH5DSDFNL3ODQ5DSDFNL
OLYHG WZR PRUH \HDUV EXW KH GLG QRW VWD\ DFWLYH LQ WKH SROLWLFDO OLIH
8QIRUWXQDWHO\KHZDVQRWDOLYHZKHQWKH)5*DQG3RODQGVLJQHGDQDJUHHPHQW
LQ1RYHPEHULQZKLFK:LOO\%UDQGWWKHOHDGHURIWKHQHZ:HVW*HUPDQ
JRYHUQPHQW DFNQRZOHGJHG WKH2GHU1HLVVH ERXQGDU\+H DOVRQRUPDOL]HG
WKH UHODWLRQVKLSVZLWK3RODQG DQG HQGHG WKH WKUHDW WKDW5DSDFNLKDG VSHQW VR
PXFKWLPHWU\LQJWRHQG:LWKWKHVLJQLQJRIWKHVRFDOOHGµHDVWHUQFRQWUDFWV¶
WKH&ROG:DUWHQVLRQEHJDQWRGLPLQLVKPDUNHGO\LQFHQWUDO(XURSHDQGWKH\
EHFDPHWKHSUHFRQGLWLRQRIWKHQHJRWLDWLRQVNQRZQDV+HOVLQNL

(SLORJXH

,Q WKLV VWXG\ , DWWHPSWHG WR LQWURGXFH WKH 3ROLVK SURSRVDO DERXW WKH
GLVDUPDPHQWRI&HQWUDO(XURSHZKLFKLVNQRZQLQKLVWRU\DVWKH5DSDFNL3ODQ
,WKLQNEDVHGRQWKHDUFKLYDOVRXUFHVIURP%XGDSHVWDQGIURP9LHQQDWKDWZH
ZHUHDEOH WRJDLQDJHQHUDOSLFWXUHRI WKHSROLWLFDOEDFNJURXQG IRU WKH3ROLVK
SURSRVDO DQG LWV LPSRUWDQFH GXULQJ WKLV SHULRG RI WKH&ROG:DU DQG WKDWZH
KDGWKHFKDQFHWRIDPLOLDUL]HRXUVHOYHVZLWKLWVUROHLQWKH*HUPDQTXHVWLRQ,W
FDQEHVDLGWKDWDOWKRXJKQRQHRIWKHYHUVLRQVRIWKHSODQWKDWZHUHEURXJKWWR
WKHSXEOLFFDPHWRIUXLWLRQEHFDXVHRIWKHRSSRVLWLRQRIWKH*UHDW3RZHUVWKH
5DSDFNL3ODQZDVDQLPSRUWDQWHOHPHQWRIWKHLQWHUQDWLRQDOQHJRWLDWLRQVDERXW
GLVDUPDPHQWDQGQXFOHDU UHJXODWLRQ LQWKHSHULRG ,QP\YLHZ WKHDUJXPHQWV
DERXWWKH3ROLVKLGHDODLGWKHSDWKIRULQWHUQDWLRQDOSDFWVOLNHWKH1XFOHDU7HVW
%DQ7UHDW\VLJQHGLQ WKH2XWHU6SDFH7UHDW\DQG WKH1RQ3UROLIHUDWLRQ
7UHDW\RUµ$QWDUFWLF7UHDW\¶VLJQHGLQ








$GDP5DSDFNLGLHGRQ2FWREHUWK
 1e0(7+ ,VWYiQ1pPHWRUV]iJ W|UWpQHWH +LVWRU\ RI*HUPDQ\$XOD %XGDSHVW 

),6&+(5


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

,$SSHQGL[

7KHGHFODUDWLRQPDGHE\0LQLVWHU5DSDFNLGXULQJWKH*HQHUDOGHEDWHRIWKH
;,,*HQHUDO$VVHPEO\RIWKH8QLWHG1DWLRQVLQ2FWREHU

Ä,QWKHLQWHUHVWRI3RODQG¶VVHFXULW\DQGGHWHQWHLQ(XURSHKDYLQJDJUHHG
WKH LQLWLWLYHZLWK RWKHUPHPEHUV RI WKH:DUVDZ3DFW WKH*RYHUQPHQW RI WKH
3ROLVK 3HRSOH¶V 5HSXEOLF GHFODUHV WKDW LI ERWK *HUPDQ VWDWHV DJUHH WR WKH
LQWURGXFWLRQRIDEDQRQDSURGXFWLRQDQGVWRUDJHRIQXFOHDUZHDSRQVRQWKHLU
WHUULWRU\WKH3ROLVK3HRSOH¶V5HSXEOLFLVSUHSDUHGWRLQWURGXFHRQLWVWHUULURU\
WKHVDPHEDQ´


,,$SSHQGL[

7KH0HPRUDQGXPRIWKH3ROLVK*RYHUQPHQWRQ)HEUXDU\

2Q QG 2FWREHU  WKH *RYHUQPHQW RI WKH 3ROLVK 3HRSOH
V 5HSXEOLF
SUHVHQWHG WR WKH 8QLWHG 1DWLRQV *HQHUDO $VVHPEO\ D SURSRVDO WR HVWDEOLVK D
GHQXFOHDULVHG]RQH LQ&HQWUDO(XURSH7KH*RYHUQPHQWVRIWKH&]HFKRVORYDN
5HSXEOLF DQG WKH *HUPDQ 'HPRFUDWLF 5HSXEOLF GHFODUHG WKHLU UHDGLQHVV WR
DFFHGHWRWKLV]RQH
7KH *RYHUQPHQW RI WKH 3ROLVK 3HRSOH
V 5HSXEOLF SURFHHGHG RQ WKH
DVVXPSWLRQ WKDW WKH HVWDEOLVKPHQW RI WKH SURSRVHG GHQXFOHDULVHG ]RQHPLJKW
LPSURYH WKH LQWHUQDWLRQDO DWPRVSKHUH DQG SURPRWH EURDGHU WDONV RQ
GLVDUPDPHQW DQG WKH VROXWLRQ RI RWKHU RXWVWDQGLQJ LQWHUQDWLRQDO SUREOHPV
ZKHUHDVWKHIXUWKHUJURZWKRIQXFOHDUDUPDPHQWVDQG WKHLUH[WHQVLRQ WRRWKHU
FRXQWULHVZRXOG IXUWKHU SHUSHWXDWH(XURSH
V GLYLVLRQ LQWR RSSRVLQJ EORFV DQG
DJJUDYDWHWKHVLWXDWLRQSDUWLFXODUO\LQ&HQWUDO(XURSH
7KH *RYHUQPHQW RI WKH 3ROLVK 3HRSOH
V 5HSXEOLF UHSHDWHG LWV SURSRVDO
WKURXJKGLSORPDWLFFKDQQHOVLQ'HFHPEHU
,QYLHZRIWKHEURDGUHSHUFXVVLRQVFDXVHGE\WKH3ROLVKLQLWLDWLYHDQGDOVR
WKHFRQFOXVLRQVGUDZQIURPWKHGHEDWHRQWKLVSURSRVDOWKH*RYHUQPHQWRIWKH
3ROLVK 3HRSOH
V 5HSXEOLF KHUHE\ SUHVHQWV D PRUH GHWDLOHG VWDWHPHQW RI LWV
SURSRVDOVZKLFKPD\IDFLOLWDWH WKHRSHQLQJRIQHJRWLDWLRQVDQGDJUHHPHQWRQ
WKLVVXEMHFW

,

7KHSURSRVHG]RQHVKRXOGHPEUDFHWKHWHUULWRU\RI3RODQG&]HFKRVORYDNLD
WKH*HUPDQ'HPRFUDWLF5HSXEOLF DQG WKH )HGHUDO5HSXEOLF RI*HUPDQ\1R
QXFOHDUZHDSRQVZRXOGEHSURGXFHGRU VWRUHG DQGQRHTXLSPHQWRUSODQW IRU


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

WKHLUGHOLYHU\LQVWDOOHGLQWKLVWHUULWRU\WKHXVHRIQXFOHDUZHDSRQVDJDLQVWWKH
WHUULWRU\RIWKH]RQHZRXOGEHSURKLELWHG

,,

7KH FRPPLWPHQWV DULVLQJ IURP WKH HVWDEOLVKPHQW RI D GHQXFOHDULVHG ]RQH
ZRXOGEHEDVHGRQWKHIROORZLQJSULQFLSOHV
7KH6WDWHVRIWKLV]RQHZRXOGXQGHUWDNHQRWWRSURGXFHVWRFNSLOHLPSRUW
IRU WKHLURZQXVHRUDOORZWKHGHSOR\PHQW LQ WKHLU WHUULWRULHVRIDQ\ W\SHVRI
QXFOHDU ZHDSRQV DQG DOVR QRW WR LQVWDOO RU DOORZ WR EH LQVWDOOHG LQ WKHLU
WHUULWRULHVHTXLSPHQWRULQVWDOODWLRQVIRUGHOLYHULQJQXFOHDUZHDSRQVLQFOXGLQJ
URFNHWODXQFKLQJUDPSV
7KHIRXUSRZHUV²)UDQFHWKH8QLWHG6WDWHV%ULWDLQDQGWKH8665²
ZRXOGXQGHUWDNH
DQRWWRPDLQWDLQQXFOHDUZHDSRQVDPRQJWKHDUPDPHQWVRIWKHLUIRUFHVLQ
WKH WHUULWRU\ RI WKH 6WDWHV FRPSULVLQJ WKH ]RQH QRW WR KDYH RU LQVWDOO LQ WKH
WHUULWRU\RI WKHVH6WDWHV HTXLSPHQWRU LQVWDOODWLRQV IRU WKHGHOLYHU\RIQXFOHDU
ZHDSRQVLQFOXGLQJURFNHWODXQFKLQJUDPSV
EQRWWRSURYLGHLQDQ\ZD\RULQDQ\FLUFXPVWDQFHVWKHJRYHUQPHQWVRU
DQ\ RWKHU DJHQFLHV LQ WKLV WHUULWRU\ZLWK QXFOHDUZHDSRQV RU WKHLU DVVRFLDWHG
HTXLSPHQWRULQVWDOODWLRQV
 7KH SRZHUV SRVVHVVLQJ QXFOHDU ZHDSRQV VKRXOG XQGHUWDNH WKDW WKHVH
ZHDSRQV ZRXOG QRW EH XVHG DJDLQVW WKH WHUULWRU\ RI WKH ]RQH RU DQ\ WDUJHWV
ZLWKLQLW7KXVWKHVHSRZHUVZRXOGXQGHUWDNHWRKRQRXUWKHVWDWXVRIWKH]RQH
DVDGHQXFOHDULVHGWHUULWRU\DJDLQVWZKLFKQRDWRPLFZHDSRQVZRXOGEHXVHG
 2WKHU 6WDWHV ZKRVH IRUFHV DUH VWDWLRQHG LQ WKH WHUULWRU\ RI DQ\ RI WKH
6WDWHV FRPSULVLQJ WKH ]RQH ZRXOG DOVR XQGHUWDNH QRW WR PDLQWDLQ QXFOHDU
ZHDSRQVZLWKWKHDUPDPHQWVRIWKHVHIRUFHVDQGQRWWRWUDQVIHUVXFKZHDSRQV
WRJRYHUQPHQWVRURWKHUDJHQFLHVZLWKLQ WKLV WHUULWRU\1RUZRXOG WKH\ LQVWDOO
DQ\DVVRFLDWHGHTXLSPHQWRULQVWDOODWLRQVLQFOXGLQJURFNHWODXQFKLQJUDPSVLQ
WKH WHUULWRU\ RI WKH 6WDWHV EHORQJLQJ WR WKH ]RQH RU WUDQVIHU WKHP WR
JRYHUQPHQWVRURWKHUDJHQFLHVZLWKLQWKLVWHUULWRU\
'HWDLOHGDJUHHPHQWVFRXOGEHPXWXDOO\DJUHHGIRUWKHPHWKRGDQGSURFHGXUH
IRUFDUU\LQJRXWWKHVHFRPPLWPHQWV

,,,

7RHQVXUHWKHHIIHFWLYHQHVVDQGLPSOHPHQWDWLRQRIFRPPLWPHQWVVHWIRUWK
LQSDUDJUDSK,, LWHPVDQG WKHFRXQWULHVFRQFHUQHGZRXOGXQGHUWDNHWR
HVWDEOLVK D V\VWHP RI H[WHQVLYH DQG HIIHFWLYH FRQWURO LQ WKH WHUULWRU\ RI WKH
SURSRVHG]RQHDQGZRXOGVXEPLWWRLW


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
7KLV V\VWHP FRXOG FRPSULVH JURXQG DV ZHOO DV DLU FRQWURO &RQWURO SRVWV
ZLWKULJKWVDQGIDFLOLWLHVIRUDFWLRQHQVXULQJHIIHFWLYHLQVSHFWLRQFRXOGDOVREH
HVWDEOLVKHG
7KHGHWDLOVDQGIRUPVRIH[HUFLVLQJFRQWUROFRXOGEHPXWXDOO\DJUHHGXSRQ
RQWKHEDVLVRIWKHH[SHULHQFHDFTXLUHGLQWKLVILHOGDQGWKHSURSRVDOVVXEPLWWHG
E\ YDULRXV 6WDWHV LQ WKH FRXUVH RI GLVDUPDPHQW WDONV KHOG KHUHWRIRUH LQ WKH
IRUPDQGWRWKHH[WHQWDSSOLFDEOHWRWKHWHUULWRU\RIWKH]RQH
7KHV\VWHPRIFRQWUROHVWDEOLVKHGIRUWKHGHQXFOHDULVHG]RQHPLJKWVHUYHDV
DXVHIXOH[SHULPHQWIRUSXWWLQJLQWRHIIHFWEURDGHUDJUHHPHQWVRQTXHVWLRQVRI
GLVDUPDPHQW
$QDSSURSULDWHFRQWUROPDFKLQHU\VKRXOGEHHVWDEOLVKHGWRVXSHUYLVHWKH
LPSOHPHQWDWLRQ RI WKH SURSRVHG FRPPLWPHQWV ,WPLJKW LQFOXGH IRU LQVWDQFH
UHSUHVHQWDWLYHV DSSRLQWHG SRVVLEO\ E\ QDPH E\ ERGLHV RI 1$72 DQG WKH
:DUVDZ7UHDW\,WPLJKWDOVRLQFOXGHFLWL]HQVRUUHSUHVHQWDWLYHVRI6WDWHVZKLFK
GRQRWEHORQJWRHLWKHURIWKHPLOLWDU\JURXSLQJVLQ(XURSH7KHSURFHGXUHIRU
WKH HVWDEOLVKPHQW RSHUDWLRQ DQG UHSRUWLQJ RI WKH FRQWURO RUJDQV FRXOG EH WKH
VXEMHFWRIIXUWKHUDJUHHPHQWV

,9

7KHVLPSOHVWPHWKRGRIHVWDEOLVKLQJ WKHFRPPLWPHQWVE\6WDWHVEHORQJLQJ
WR WKH ]RQH ZRXOG EH WKH FRQFOXVLRQ RI DQ DSSURSULDWH LQWHUQDWLRQDO WUHDW\
+RZHYHU WR DYRLG FRPSOLFDWLRQVZKLFK VRPH6WDWHVPLJKW GLVFHUQ LQ VXFKD
VROXWLRQLWZRXOGEHSRVVLEOH
WRHPERG\WKHVHFRPPLWPHQWVLQWKHIRUPRIIRXUXQLODWHUDOGHFODUDWLRQV
LQ WKHQDWXUHRIDQ LQWHUQDWLRQDOXQGHUWDNLQJGHSRVLWHGZLWKD FRXQWU\FKRVHQ
E\DJUHHPHQW
 WR HPERG\ WKH FRPPLWPHQWV XQGHUWDNHQ E\ WKH JUHDW SRZHUV LQ D MRLQW
GRFXPHQWRULQXQLODWHUDOGHFODUDWLRQVDVLQGLFDWHGDERYH
 WR HPERG\ WKH FRPPLWPHQWV E\ RWKHU 6WDWHV ZKRVH DUPHG IRUFHV DUH
SUHVHQW RQ WKH WHUULWRU\ RI WKH ]RQH LQ WKH IRUPRI XQLODWHUDO GHFODUDWLRQV DV
LQGLFDWHGDERYH
2QWKHEDVLVRIWKHDERYHSURSRVDOVWKH*RYHUQPHQWRIWKH3ROLVK3HRSOH
V
5HSXEOLF VXJJHVWV QHJRWLDWLRQV WR HODERUDWH LQ GHWDLO D SODQ IRU WKH
HVWDEOLVKPHQW RI D GHQXFOHDULVHG ]RQH WKH GRFXPHQWV DQG JXDUDQWHHV
FRQQHFWHGZLWKLWDQGWKHPHWKRGVRISXWWLQJWKHFRPPLWPHQWVLQWRHIIHFW
7KH *RYHUQPHQW RI WKH 3ROLVK 3HRSOH
V 5HSXEOLF LV FRQYLQFHG WKDW
DFFHSWDQFH RI WKH SURSRVDOV IRU WKH HVWDEOLVKPHQW RI D GHQXFOHDULVHG ]RQH LQ
&HQWUDO (XURSH ZRXOG IDFLOLWDWH DJUHHPHQW RQ WKH UHVWULFWLRQ RI FRQYHQWLRQDO
DUPDPHQWV DQG UHGXFWLRQ RI WKH IRUHLJQ WURRSV VWDWLRQHG LQ WKH WHUULWRULHV RI
6WDWHVEHORQJLQJWRWKH]RQH




gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


$QQH[

6XPPDU\RIQRWHVDFFRPSDQ\LQJWKHPHPRUDQGXP

7RWKHWKUHHPDMRUZHVWHUQSRZHUV

)UDQFH

7KH 3ROLVK *RYHUQPHQW UHFDOOV LWV YLHZV RQ WKH WHQGHQF\ RI QXFOHDU
ZHDSRQV WR EHFRPH ZLGHVSUHDG LQ (XURSH DQG WKH JURZLQJ DUPDPHQWV LQ
:HVWHUQ*HUPDQ\DQGVXSSRUWVWKH6RYLHWSURSRVDOVIRUDFRQIHUHQFHEHWZHHQ
WKHPDMRUSRZHUVZLWKWKHSDUWLFLSDWLRQRI+HDGVRI*RYHUQPHQWV7KH3ROLVK
*RYHUQPHQW KRSHV WKDW )UDQFH ZLOO VWXG\ WKH PRUH GHWDLOHG SURSRVDOV IRU
FUHDWLQJDGHQXFOHDULVHG]RQHLQ&HQWUDO(XURSH

8QLWHG.LQJGRP

7KH3ROLVK*RYHUQPHQWVWDWHVWKDWLWKDVSDLGJUHDWDWWHQWLRQWRWKHLQWHUHVW
VKRZQ E\ WKH 8QLWHG .LQJGRP *RYHUQPHQW LQ WKH 3ROLVK SURSRVDOV DV
H[SUHVVHG LQ WKH OHWWHU RI WK -DQXDU\  IURP WKH 3ULPH 0LQLVWHU 0U
0DFPLOODQ WR WKH 3UHVLGHQW RI WKH &RXQFLO RI 0LQLVWHUV RI WKH 8665 0U
%XOJDQLQDQG WKDW WKH VWDWHPHQWVE\VHYHUDO%ULWLVKVWDWHVPHQ DQGSROLWLFLDQV
DQGWKHH[SUHVVLRQVRISXEOLFRSLQLRQLQ*UHDW%ULWDLQRQWKLVVXEMHFWDUHEHLQJ
VWXGLHGLQ3RODQGZLWKWKHDWWHQWLRQGXHWRWKHP

8QLWHG6WDWHV

7KH 3ROLVK *RYHUQPHQW H[SUHVVHV WKH KRSH WKDW WKH *RYHUQPHQW RI WKH
8QLWHG 6WDWHV ZLOO H[DPLQH WKH GHWDLOHG SURSRVDOV IRU WKH FUHDWLRQ RI D
GHQXFOHDULVHG]RQHLQ&HQWUDO(XURSHZKLFKLVFRQWDLQHGLQWKHPHPRUDQGXP

7RWKRVH6WDWHVRWKHUWKDQWKHPDMRUZHVWHUQSRZHUVZKLFKKDYHPLOLWDU\XQLWV
VWDWLRQHGRQWKHWHUULWRU\RIWKH)HGHUDO5HSXEOLFRI*HUPDQ\
%HOJLXP'HQPDUNDQG&DQDGD

7KH 3ROLVK *RYHUQPHQW H[SUHVVHV WKH KRSH WKDW WKH PRUH GHWDLOHG 3ROLVK
SURSRVDOV RQ WKH FUHDWLRQ RI D GHQXFOHDULVHG ]RQH LQ &HQWUDO (XURSH ZLOO EH
ZHOFRPHGE\WKHVHJRYHUQPHQWV

)HGHUDO5HSXEOLFRI*HUPDQ\WKURXJKWKHLQWHUPHGLDU\RI6ZHGHQ
7KH 3ROLVK *RYHUQPHQW SURSRVHV WKDW UHSUHVHQWDWLYHV DSSRLQWHG E\ WKH
*RYHUQPHQWRIWKH3ROLVK3HRSOH
V5HSXEOLFDQGWKH*RYHUQPHQWRIWKH)HGHUDO


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


5HSXEOLF RI *HUPDQ\ VKRXOG KROG FRQYHUVDWLRQV RQ SUREOHPV UDLVHG LQ WKH
PHPRUDQGXP

7RWKHFRXQWULHVRI(DVWHUQ(XURSHFRQFHUQHG

8665

7KH3ROLVK*RYHUQPHQWH[SUHVVHVLWVFRQYLFWLRQWKDWWKH*RYHUQPHQWRIWKH
8665 ZKLFK KDV VXSSRUWHG WKH 3ROLVK SURSRVDO ZLOO YLHZ ZLWK IDYRXU WKH
GHWDLOHGSURSRVDOVFRQWDLQHGLQWKHPHPRUDQGXPDQGZLOOFRQWLQXHWRVXSSRUW
WKHFUHDWLRQRIDGHQXFOHDULVHG]RQHLQ&HQWUDO(XURSH

&]HFKRVORYDNLDDQG(DVWHUQ*HUPDQ\

7KH 3ROLVK *RYHUQPHQW H[SUHVVHV LWV VDWLVIDFWLRQ DW WKH IDFW WKDW WKHVH
JRYHUQPHQWV KDYH SUHYLRXVO\ GHFODUHG WKHPVHOYHV UHDG\ WR DFFHGH WR WKH
GHQXFOHDULVHG ]RQH LQ &HQWUDO (XURSH DQG LWV FRQYLFWLRQ WKDW WKH 3ROLVK
*RYHUQPHQWFDQFRXQWRQWKHIXOOFRRSHUDWLRQRIWKHVHJRYHUQPHQWV
 7H[W RI WKH PHPRUDQGXP KDQGHG E\ WKH 3ROLVK *RYHUQPHQW RQ WK
)HEUXDU\WRWKHUHSUHVHQWDWLYHVLQ:DUVDZRI%HOJLXP&DQDGD'HQPDUN
)UDQFH WKH8QLWHG.LQJGRP WKH8QLWHG 6WDWHV &]HFKRVORYDNLD WKH (DVWHUQ
*HUPDQ 'HPRFUDWLF 5HSXEOLF DQG WKH 8665 DQG WR WKH UHSUHVHQWDWLYH RI
6ZHGHQIRUWUDQVPLVVLRQWRWKH)HGHUDO5HSXEOLFRI*HUPDQ\²WKHVHUHFLSLHQW
FRXQWULHV EHLQJ WKRVH WR EH LQFOXGHG LQ WKH SURSRVHG GHQXFOHDULVHG ]RQH DQG
WKRVH ZLWK IRUFHV VWDWLRQHG WKHUHLQ 7KH PHPRUDQGXP ZDV DFFRPSDQLHG LQ
HDFKFDVHE\DQRWHWRWKHUHFLSLHQWJRYHUQPHQWWKRVHQRWHVDUHVXPPDULVHGDW
DQQH[

,,,$SSHQGL[

7KH5DSDFNLSODQ,,

0HPRUDQGXPFRQFHUQLQJWKHFUHDWLRQLQ(XURSHRIDGHQXFOHDUL]HGDQG
OLPLWHGDUPDPHQWV]RQH

6XEPLWWHGRQ0DUFKLQ*HQHYDE\WKH3ROLVKGHOHJDWLRQWRWKH
QDWLRQGLVDUPDPHQWFRQIHUHQFH

:KHUHDV WKH FRQIHUHQFH RI WKH 1DWLRQ 'LVDUPDPHQW &RPPLWWHH LV WR
FRQVLGHU VLPXOWDQHRXVO\ ZLWK WKH HODERUDWLRQ RI D WUHDW\ RQ JHQHUDO DQG
FRPSOHWH GLVDUPDPHQW SURSRVDOV RQ VWHSV DQG PHDVXUHV DLPLQJ DW WKH
OHVVHQLQJ RI LQWHUQDWLRQDO WHQVLRQ DQG LQFUHDVLQJ PXWXDO FRQILGHQFH DPRQJ


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


VWDWHV WKXV WR IDFLOLWDWH WKH LPSOHPHQWDWLRQ RI JHQHUDO DQG FRPSOHWH
GLVDUPDPHQW
:KHUHDV WKH FUHDWLRQ RI GHQXFUHDUL]HG DQG OLPLWHG DUPDPHQWV ]RQH
FRQVWLWXWHV RQH RI WKH PRVW LPSRUWDQW PHDVXUHV DQG VWHSV RI WKLV NLQG WKH
GHOHJDWLRQRIWKH3ROLVK3HRSOHV¶5HSXEOLFLQDJUHHPHQWZLWKWKHGHOHJDWLRQRI
WKH&]HFKRVORYDN6RFLDOLVW5HSXEOLFVXEPLWVRQWKHDJHQGDRIWKH&RPPLWWHH
D SURSRVDO IRU WKH FUHDWLRQ RI GHQXFOHDUL]HG DQG OLPLWHG DUPDPHQWV ]RQH LQ
(XURSH
3XUSRVH
7KHSXUSRVH RI WKH3ROLVK SURSRVDO LV WKH HOLPLQDWLRQ RI QXFOHDUZHDSRQV
DQGQXFOHDUGHOLYHU\YHKLFOHVD UHGXFWLRQRIPLOLWDU\IRUFHVDQGFRQYHQWLRQDO
DUPDPHQWV RQ D OLPLWHG WHUULWRU\ RQ ZKLFK WKLV FDQ FRQWULEXWH WRZDUGV WR
OHVVHQLQJ RI WHQVLRQ DQG WRZDUGV D VXEVWDQWLDO UHGXFWLRQ RI WKH GDQJHU RI
FRQIOLFWRQWKDWWHUULWRU\
7HUULWRULDOVFRSH
7KH]RQHRXJKWWRLQFOXGHEDVLFDOO\WKHIROORZLQJVWDWHVWKH3ROLVK3HRSOH¶V
5HSXEOLF WKH &]HFKRVORYDN 6RFLDOLVW 5HSXEOLF WKH *HUPDQ 'HPRFUDWLF
5HSXEOLF DQG WKH *HUPDQ )HGHUDO 5HSXEOLF 7KH DJUHHPHQW FRQFHUQLQJ WKH
]RQHLVRSHQRWKHU(XURSHDQVWDWHVRXJKWWRKDYHDSRVVLELOLW\WRDFFHGHWRWKLV
DJUHHPHQW
5LJKWVDQGGXWLHVRIVWDWHVLQFOXGHGLQWKH]RQHRUDFFHGLQJWRLW
5LJKWVDQGGXWLHVUHVXOWLQJIURPWKHFUHDWLRQRIWKH]RQHVKRXOGEHFDUULHG
RXWLQWKHWZRIROORZLQJVWDJHV
6WDJHRQH±IUHH]LQJRIDOOQXFOHDUDUPDPHQWVDQGURFNHWVDQGSURKLELWLRQRI
WKHFUHDWLRQRIQHZEDVHV
D5LJKWVDQGGXWLHVRIVWDWHVLQFOXGHGLQWKH]RQH
2QWKHWHUULWRU\RIVWDWHVLQFOXGHGLQWKH]RQHSUHSDUDWLRQRISURGXFWLRQ
DQGSURGXFWLRQRIDQ\NLQGRIQXFOHDUZHDSRQVDQGGHOLYHU\YHKLFOHVIRUWKHP
VKDOOEHSURKLELWHG
6WDWHV LQFXOGHG LQ WKH]RQHVKDOOEHSURKLELWHG WR LQWURGXFHDQ\NLQGRI
QXFOHDUZHDSRVDQGGHOLYHU\YHKLFOHVIRUWKHP
 6WDWHV LQFOXGHG LQ WKH ]RQH VKDOO EH SURKLELWHG WR JUDQW SHUPLVVLRQ WR
HVWDEOLVKQHZEDVHVDQGIDFLOLWLHVIRUVWRFNSLOLQJRUVHUYLFLQJQXFOHDUZHDSRQV
DQGGHOLYHU\YHKLFOHVIRUWKHP
E5LJKWVDQGGXWLHVRIRWKHUVWDWHV
 $OO VWDWHV ZKLFK GLVSRVH RI DQ\ NLQG RI QXFOHDUZHDSRQV DQG GHOLYHU\
YHKLFOHVIRUWKHPVKDOOEHSURKLELWHGWRWUDQVIHUWKHPWRVWDWHVLQFOXGHGLQWKH
]RQH
 $OO VWDWHV ZKLFK GLVSRVH RI QXFOHDU ZHDSRQV DQG GHOLYHU\ YHKLFOHV IRU
WKHPVKDOO EHSURKLELWHG WR LQWURGXFHQHZTXDQWLWLHVRI VXFKZHDSRQVRI DQ\
NLQGLQWRWKH]RQH


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


 (VWDEOLVKLQJ LQ WKH DUHD RI WKH ]RQH RI QHZ EDVHV DQG IDFLOLWLHV IRU
VWRFNSLOOLQJ RU VHUYLFLQJ RI QXFOHDU ZHDSRQV DQG GHOLYHU\ YHKLFOHV IRU WKHP
VKDOOEHSURKLELWHG
6WDJHWZR±HOLPLQDWLRQRIQXFOHDUDUPDPHQWVDQGURFNHWVDQGUHGXFWLRQRI
DUPHGIRUFHVDQGFRQYHQWLRQDODUPDPHQWV
D5LJKWVDQGGXWLHVRIVWDWHVLQFOXGHGLQWKH]RQH
(OLPLQDWLRQIURPWKHQDWLRQDODUPDPHQWVRIDOOQXFOHDUGHOLYHU\YHKLFOHV
E\WKHVWDWHVLQFOXGHGLQWKH]RQH
 5HGXFWLRQ WR DQ DJUHHG OHYHO RI PLOLWDU\ IRUFHV DQG FRUUHVSRQGLQJ
UHGXFWLRQRIFRQYHQWLRQDODUPDPHQWVE\VWDWHVLQFOXGHGLQWKH]RQH
E5LJKWVDQGGXWLHVRIRWKHUVWDWHV
:LWKGUDZDOIURPWKHDUHDRIWKH]RQHRIDOONLQGVRIQXFOHDUZHDSRQVDQG
DOOIDFLOLWLHVIRUWKHLUVWRFNSLOLQJDQGVHUYLFLQJDVZHOODVRIDOOQXFOHDUGHOLYHU\
YHKLFOHV SHUPDQHQWO\ RU WHPSRUDULO\ VWDWLRQHG E\ IRUHLJQ VWDWHV DQG RI DOO
IDFLOLWLHVIRUWKHLUVHUYLFLQJ
5HGXFWLRQRIIRUHLJQPLOLWDU\IRUFHVVWDWLRQHGRQWKHDUHDRIWKH]RQHWR
DQDJUHHGOHYHOZLWKDFRUUHVSRQGLQJUHGXFWLRQRIWKHLUDUPDPHQWV
&RQWURO
7RVHFXUHWKHHIIHFWLYHQHVVRIGLVDUPDPHQWPHDVXUHVPHQWLRQHGLQSDUW
RIWKLV0HPRUDQGXPDVWULFWLQWHUQDWLRQDOFRQWURODQGLQVSHFWLRQRQWKHJURXQG
DQG LQ WKHDLUZLOOEHSURYLGHGWKHHVWDEOLVKPHQWRIDSSURSULDWHFRQWUROSRVWV
LQFXGHG
 $ VSHFLDO FRQWURO ERG\ ZLOO EH HVWDEOLVKHG WR VXSHUYLVH WKH
LPSOHPHQWDWLRQ RI WKHSURSRVHG REOLJDWLRQV&RPSRVLWLRQ DQG FRPSHWHQFH RI
WKLVERG\DVZHOODVLWVSURFHGXUHZLOOEHDJUHHGXSRQE\WKHVWDWHVFRQFHUQHG
7KHVLJQDWRU\VWDWHVRIWKHDJUHHPHQWFRQFHUQLQJWKHFUHDWLRQRIDQXFOHDU
IUHH]RQHZLOOHQWHUDQREOLJDWLRQWRVXEPLWWRWKHFRQWURORIWKHVDLGERG\DQG
SURYLGHDOOIDFLOLWLHVDQGDVVLVWDQFHLQLWVDFWLYLW\
 7KH VLJQDWRU\ VWDWHV RI WKH DJUHHPHQW FRQFHUQLQJ WKH FUHDWLRQ RI D
QXFOHDUIUHH]RQHZLOODJUHHRQ WKHH[WHQWDQGPHDVXUHVRIFRQWURO LQHDFKRI
WKHWZRVWDJHV
*XDUDQWHHV
,Q RUGHU WR JXDUDQWHH WKH LQYLRODELOLW\ RI WKH QXFOHDUIUHH ]RQH SRZHUV
GLVSRVLQJRIQXFOHDUZHDSRQVZLOOXQGHUWDNHWR
D 5HIUDLQ IURP DQ\ VWHSV ZKLFK PLJKW YLRODWH GLUHFWO\ RU LQGLUHFWO\ WKH
VWDWXVRIWKH]RQH
E1RWWRXVHQXFOHDUZHDSRQVDJDLQVWWKHWHUULWRU\RIWKH]RQH
,Q YLHZ RI WKH DERYH WKH GHOHJDWLRQ RI WKH 3ROLVK 3HRSOH¶V 5HSXEOLF
SURSRVHVWKHIROORZLQJ
 7KH 1DWLRQ &RPPLWWHH ZLOO UHTXHVW WKH VWDWHV FRQFHUQHG WR WDNH
LPPHGLDWH VWHSV WR FDUU\ RXW WKH SURSRVDO FRQFHUQLQJ WKH FUHDWLRQ RI
GHQXFOHDUL]HGDQGOLPLWHGDUPDPHQWV]RQH


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


 7KH 1DWLRQ &RPPLWWHH ZLOO UHTXHVW WR LQLWLDWH DSSURSULDWH
FRQVXOWDWLRQV RQ WKH FUHDWLRQ RI WKH ]RQH ZLWK WKH VWDWHV FRQFHUQHG DQG WR
VXEPLWDUHSRUWRQWKHVHFRQVXOWDWLRQVQRWODWHUWKDQ
7KH1DWLRQ&RPPLWWHHZLOODOVRUHTXHVWWKH*HQHUDO$VVHPEO\RIWKH
8QLWHG1DWLRQVWRDGRSWDUHVROXWLRQFRQFHUQLQJWKHFUHDWLRQRIDGHQXFOHDUL]HG
DQGOLPLWHGDUPDPHQWV]RQHLQ(XURSH

,9$SSHQGL[

7KH*RPXONDSODQ,7KH5DSDFNLSODQ,,,

([WUDFNIURPDVSHHFKPDGHE\:áDGLVODZ*RPXáNDLQ3áRFNRQGHFHPEHU


3UDFWLFDOVWHSVKDYHWREHWDNHQWRFXUEWKHDUPVUDFHDQGIDFLOLWDWHIXUWKHU
GLVDUPDPHQW XQGHUVWDQGLQJV )RU LQVWDQFH WKH FRXQWULHV FRQFHUQHG VKRXOG
H[DPLQHWKHIROORZLQJDVWKHPRVWLPPHGLDWHO\XUJHQWWDVNV
),567DIUHH]LQJRIQXFOHDUDUPV LQFHQWUDO(XURSH2IFRXUVHDVXLWDEOH
V\VWHP RI FRQWURO ZRXOG KDYH WR EH DJUHHG 7KH TXHVWLRQ RI OLPLWLQJ
FRQYHQWLRQDOZHDSRQV FRXOG DOVR EH GLVFXVVHG 3RODQG LV SUHSDUHG WR VXEPLW
WKLVSURSRVDOLQVSHFLILFDOO\ZRUGHGWHUPV
6(&21' RI WKH SURSRVDOV GLVFXVVHG E\ WKH WKUHH JUHDW SRZHUV LQ 1HZ
<RUN DQG:DVKLQJWRQ ODVW DXWXPQ WKHPRVW XUJHQW LV WKH TXHVWLRQ RI D QRQ
DJJUHVVLRQSDFWEHWZHHQ1$72DQGWKH:DUVDZ7UHDW\DQGWKHHODERUDWLRQRI
D VHWRIPHDVXUHV WRDYHUW WKHGDQJHURI VXUSULVHDWWDFN&RQVXOWDWLRQV VKRXOG
QRZEHFRPHFRQFUHWHQHJRWLDWLRQV
7+,5'GHWHUPLQHGHIIRUWVVKRXOGRQFHDJDLQEHPDGH WREULQJRXUYLHZV
FORVHU WRJHWKHU DQG ILQG DJUHHPHQW LQ WKH PDWWHU RI JHQHUDO DQG FRPSOHWH
GLVDUPDPHQWZLWKWKHPDLQHPSKDVLVRQIUHHLQJWKHZRUOGIURPWKHKRUURURID
QXFOHDUFDWDFO\VP
*HQHUDODQGFRPSOHWHGLVDUPDPHQWLVWKHLPSHUDWLYHRIRXUWLPHV7KHUHDUH
PDQ\ZD\VRIKDVWHQLQJWKLVJRDO$JRRGH[DPSOHKDVRQFHPRUHEHHQJLYHQ
E\WKH6RYLHW8QLRQZKLFKKDVUHGXFHGLWVGHIHQFHEXGJHWIRUWKHFRPLQJ\HDU
E\PLOOLRQURXEOHV2WKHUFRXQWULHVZRXOGEHZHOODGYLVHG WRIROORZVXLW
HVSHFLDOO\ DV WKH ILQDQFLDO EXUGHQ RI DUPDPHQWV LV EHFRPLQJ LQFUHDVLQJO\
RSSUHVVLYHHYHQIRUWKHZHDOWKLHVW
)2857+ WKH URDG WR GLVDUPDPHQW FRXOG DOVR EH RSHQHG WKURXJK WKH
DGRSWLRQRISDUWLDOPHDVXUHVZKLFKZRXOGZLGHQ WKHDUHDRIVHFXULW\ LQRWKHU
SDUWVRIWKHZRUOGUHJDUGOHVVRIWKHVWHSVWDNHQLQFHQWUDO(XURSH
),)7+3RODQGDQGWKHRWKHUVRFLDOLVWFRXQWULHVDOVRDWWDFKJUHDWLPSRUWDQFH
WR WKH SURSHU GHYHORSPHQW RI LQWHUQDWLRQDO HFRQRPLF FROODERUDWLRQ
,QWHUQDWLRQDOWUDGH±ZLWKRXWDQ\GLVFULPLQDWLRQRIFXUVH±QRWRQO\EHQHILWVDOO
VLGHV EXW DOVR SURPRWHV EHWWHU XQGHUVWDQGLQJ DQG EULQJV QDWLRQV FORVHU


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


WRJHWKHU 1H[W \HDU¶V WUDGH DQG GHYHORSPHQW FRQIHUHQFH RIIHUV D JUHDW
RSSRUWXQLW\IRUWXUQLQJWKHSUREOHPVRIWUDGHDQGGHYHORSPHQWWRWKHDGYDQWDJH
RIEHWWHUDQGFORVHULQWHUQDWLRQDOHFRQRPLFUHODWLRQVDQHQGLQJRIWKHFROGZDU
LQ WKHHFRQRPLF ILHOGDQGKHOSLQJ WKHFRXQWULHVZKRVHGHYHORSPHQWKDVEHHQ
KHOGEODFNE\\HDUVRIFRORQLDOGHSHQGHQFH7KLVFKDQFHPXVWEHVHL]HGLQIXOO

9$SSHQGL[

7KH*RPXONDSODQ,,7KH5DSDFNLSODQ,9

3ROLVK*RYHUQPHQWPHPRUDQGXPRQWKHIUHH]LQJRIQXFOHDUDQG
WKHUPRQXFOHDUDUPDPHQWVLQ&HQWUDO(XURSH
:DUVDZ)HEUXDU\

7KH*RYHUQPHQWRIWKH3ROLVK3HRSOH
V5HSXEOLFKDVDOUHDG\RQQXPHURXV
RFFDVLRQVPDQLIHVWHGLWVFRQVLVWHQWGHVLUH LQ WKHVHDUFKIRUVROXWLRQVDLPHGDW
EULQJLQJDERXWLQWHUQDWLRQDOGpWHQWHDQGGLVDUPDPHQWDQGOHQWLWVVXSSRUWWRDOO
FRQVWUXFWLYH SURSRVDOV GHVLJQHG WR DFKLHYH WKLV HQG 7KH UHGXFWLRQ RI
LQWHUQDWLRQDOWHQVLRQVDQGFUHDWLRQRIFRQGLWLRQVRIVHFXULW\LQ&HQWUDO(XURSH
KDYH DOZD\VEHHQDQGFRQWLQXH WREH WKHPDWWHUVRISDUWLFXODU FRQFHUQ WR WKH
3ROLVK*RYHUQPHQW 7KLV REMHFWLYH FDQ DQG VKRXOG EH DFKLHYHG DERYH DOO E\
ZD\RIDUUHVWLQJWKHDUPDPHQWVUDFHLQWKLVSDUWRIWKHZRUOG
:LWK WKLV LQ PLQG WKH *RYHUQPHQW RI WKH 3ROLVK 3HRSOH
V 5HSXEOLF
SUHVHQWHG VRPH WLPH DJR D SODQ IRU WKH FUHDWLRQ RI D QXFOHDUIUHH ]RQH LQ
(XURSHZKLFK DV LV NQRZQ DURXVHG WKH LQWHUHVW RIQXPHURXV6WDWHV DQG RI
ZRUOG SXEOLF RSLQLRQ ,Q WKH YLHZ RI WKH 3ROLVK *RYHUQPHQW WKDW SODQ
FRQWLQXHVWREHIXOO\WRSLFDO
7KH3ROLVK*RYHUQPHQWEHOLHYHV WKDW WKHUHDUHDW WKHSUHVHQW WLPHVXLWDEOH
FRQGLWLRQV IRU XQGHUWDNLQJ LPPHGLDWHPHDVXUHV WKH LPSOHPHQWDWLRQ RIZKLFK
FRXOGIDFLOLWDWHIXUWKHUVWHSVOHDGLQJWRDGpWHQWHWRDVWUHQJWKHQLQJRIVHFXULW\
DQGWRSURJUHVVLQWKHILHOGRIGLVDUPDPHQW
%DVLQJ LWVHOI RQ WKHVH SUHPLVHV WKH *RYHUQPHQW RI WKH 3ROLVK 3HRSOH
V
5HSXEOLF LV VXEPLWWLQJ D SURSRVDO WR IUHH]H QXFOHDU DQG WKHUPRQXFOHDU
DUPDPHQWVLQ&HQWUDO(XURSH7KHLPSOHPHQWDWLRQRIVXFKDSURSRVDOZRXOGEH
RISDUWLFXODUVLJQLILFDQFHWRWKHVHFXULW\ERWKRI3RODQGDQGRIDOOFRXQWULHVRI
WKLVUHJLRQDVZHOODVRIWKHZKROHRI(XURSHVLQFHZKLOHLQQRZD\DIIHFWLQJ
WKHH[LVWLQJ UHODWLRQRI IRUFHV LWZRXOGFRQWULEXWH WR WKHDUUHVWRI WKHQXFOHDU
DUPDPHQWVUDFH
 7KH 3ROLVK *RYHUQPHQW SURSRVHV WKDW WKH IUHH]LQJ RI QXFOHDU DQG
WKHUPRQXFOHDU DUPDPHQWV LQFOXGH LQ SULQFLSOH WKH WHUULWRULHV RI WKH 3ROLVK
3HRSOH
V 5HSXEOLF WKH &]HFKRVORYDN 6RFLDOLVW 5HSXEOLF WKH *HUPDQ
'HPRFUDWLF5HSXEOLFDQGWKH)HGHUDO5HSXEOLFRI*HUPDQ\ZLWKWKHUHVSHFWLYH
WHUULWRULDOZDWHUVDQGDLUVSDFH


gW.RQWLQHQV(|WY|V/RUiQG7XGRPiQ\HJ\HWHP%XGDSHVW


7KH *RYHUQPHQW RI WKH 3ROLVK 3HRSOH
V 5HSXEOLF VHHV WKH SRVVLELOLW\ RI
H[WHQGLQJWKDWDUHDWKURXJKWKHDFFHVVLRQRIRWKHU(XURSHDQ6WDWHV
 7KH IUHH]H ZRXOG DSSO\ WR DOO NLQGV RI QXFOHDU DQG WKHUPRQXFOHDU
FKDUJHVLUUHVSHFWLYHRIWKHPHDQVRIWKHLUHPSOR\PHQWDQGGHOLYHU\
3DUWLHVPDLQWDLQLQJDUPHG IRUFHV LQ WKH DUHDVRI WKHSURSRVHG IUHH]HRI
DUPDPHQWV ZRXOG XQGHUWDNH REOLJDWLRQV QRW WR SURGXFH QRW WR LQWURGXFH RU
LPSRUWQRWWRWUDQVIHUWRRWKHUSDUWLHVLQWKHDUHDRUWRDFFHSWIURPRWKHUSDUWLHV
LQWKHDUHDWKHDIRUHPHQWLRQHGQXFOHDUDQGWKHUPRQXFOHDUZHDSRQV
7RLQVXUHWKHLPSOHPHQWDWLRQRIWKRVHREOLJDWLRQVDQDSSURSULDWHV\VWHP
RIVXSHUYLVLRQDQGVDIHJXDUGVVKRXOGEHHVWDEOLVKHG
7KHVXSHUYLVLRQRYHUWKHLPSOHPHQWDWLRQRIRWKHUREOLJDWLRQVQRWWRSURGXFH
QXFOHDUDQGWKHUPRQXFOHDUZHDSRQVFRYHUHGE\WKHIUHH]HZRXOGEHH[HUFLVHG
LQSODQWVZKLFKDUHRUFRXOGEHXVHGIRUVXFKSURGXFWLRQ
7R LQVXUH WKH LPSOHPHQWDWLRQ RI RWKHU REOLJDWLRQV FRQWURO ZRXOG EH
HVWDEOLVKHG WREHH[HUFLVHG LQDFFRUGDQFHZLWKDQDJUHHGSURFHGXUH LQSURSHU
IURQWLHUUDLOZD\URDGZDWHUZD\MXQFWLRQVVHDDQGDLUSRUWV
7KH VXSHUYLVLRQ DQG FRQWURO FRXOG EH H[HUFLVHG E\ PL[HG FRPPLVVLRQV
FRPSRVHG RI UHSUHVHQWDWLYHV RI WKH:DUVDZ 3DFW DQG RI WKH 1RUWK $WODQWLF
7UHDW\RQDSDULW\EDVLV7KRVHFRPPLVVLRQVFRXOGEHHQODUJHGWRLQFOXGHDOVR
UHSUHVHQWDWLYHVRIRWKHU6WDWHV7KHFRPSRVLWLRQVWUXFWXUHDQGSURFHGXUHRIWKH
FRQWURORUJDQVZLOOEHWKHVXEMHFWRIGHWDLOHGDUUDQJHPHQWV
3DUWLHVZKRVHDUPHGIRUFHVDUHVWDWLRQHGLQWKHDUHDRIWKHDUPDPHQWVIUHH]H
DQG ZKLFK KDYH DW WKHLU GLVSRVDO QXFOHDU DQG WKHUPRQXFOHDU ZHDSRQV ZRXOG
H[FKDQJH DW SHULRGLFDO PHHWLQJV RI WKHLU UHSUHVHQWDWLYHV DOO LQIRUPDWLRQ DQG
UHSRUWV LQGLVSHQVDEOHIRUWKH LPSOHPHQWDWLRQRIWKHREOLJDWLRQVZLWKUHJDUGWR
WKHIUHH]LQJRIQXFOHDUDQGWKHUPRQXFOHDUDUPDPHQWV
3URYLVLRQVUHODWLQJWRWKHLPSOHPHQWDWLRQRIWKHSURSRVDOVXEPLWWHGDERYH
VKRXOGEHHPERGLHGLQDSSURSULDWHGRFXPHQWV
7KH *RYHUQPHQW RI WKH 3ROLVK 3HRSOH
V 5HSXEOLF LV UHDG\ WR HQWHU LQWR
GLVFXVVLRQVDQGQHJRWLDWLRQVZLWK WKHLQWHUHVWHGSDUWLHV WRUHDFKDQDJUHHPHQW
RQWKHLPSOHPHQWDWLRQRIWKHVHREMHFWLYHV
7KH 3ROLVK *RYHUQPHQW ZLOO JLYH GXH DWWHQWLRQ WR DOO FRQVWUXFWLYH
VXJJHVWLRQVZKLFKZRXOGEH LQ DFFRUGDQFHZLWK WKHREMHFWLYHVRI WKHSUHVHQW
SURSRVDODQGZRXOGDLPDWWKHIUHH]LQJRIDUPDPHQWVLQ&HQWUDO(XURSH
7KH *RYHUQPHQW RI WKH 3ROLVK 3HRSOH
V 5HSXEOLF H[SHFWV D IDYRXUDEOH
DWWLWXGHWRWKHSURSRVDOVXEPLWWHGKHUHE\

